HEALTH BENEFITS PROGRAM FOR CERTAIN 
| RETIRED FEDERAL EMPLOYEES 


OF MICHIGAN 
SEP 2 3 1959 
HEARING Mal 


N 
READING ROOM 
BEFORE THE 


SUBCOMMITTEE ON INSURANCE 


OF THB 


COMMITTEE ON 
POST OFFICE AND CIVIL SERVICE 
UNITED STATES SENATE 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
ON 


S. 2575 


A BILL TO PROVIDE A HEALTH BENEFITS PROGRAM FOR 
CERTAIN RETIRED EMPLOYEES OF THE GOVERNMENT 


SEPTEMBER 2, 1959 


Printed for the use of the Committee on Post Office and Civil Service 


as 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1959 





‘COMMITTEE ON POST OFFICE AND CIVIL SERVICE 


OLIN, D. JOHNSTON, South Carolina, Chairman 
A. 8. MIKE MONRONEY, Oklahoma FRANK CARLSON, Kansas 
RICHARD L. NEUBERGER, Oregon WILLIAM LANGER, North¥Dakota 
THRUSTON B. MORTON, Kentucky 


RALPH YARBOROUGH, Texas 

JOSEPH 8S. CLARK, Pennsylvania 

B. EVERETT JORDAN, North Carolina 
H. W. BRAWLEY, Executive Director 


SUBCOMMITTEE ON INSURANCE 


RICHARD L, NEUBERGER, Oregon, Chairman 
RALPH YARBOROUGH, Texas FRANK CARLSON, Kansas 
B. EVERETT JORDAN, North Carolina THRUSTON B, MORTON, Kentucky 


II 





DEPOSITED BY THE 
NITED STATES OF AMERICA 


CONTENTS 


§. 2575 
Report of the U.S. Civil Service Commission on §. 2575 


STATEMENTS 


Beiter, Alfred F., president, National Customs Service Association 

Campbell, James A., president, American Federation of Government 
Employees 

Gibson, Everett G., legislative director, National Federation of Post Office 
Motor Vehicle Employees 

Hallbeck, E. C., legislative director, National Federation of Post Office 
CDR e oe he ee a yee ols Se ed ee eee 

Jaspan, Daniel, legislative representative, National Association of P ostal 
Supervisors 

Jones, Hon. Roger, Chairman, U.S. Civil Service Commission; accompanied 
by Warren B. Irons, Executive Director; and David F. Lawton, Assistant 
Director, Bureau of Departmental Operations_ 

Keating, Jerome J., vice president, National Association of Letter Carriers _ 

Larson, Charles R., president, National Rural Letter Carriers Association _ - 

Lasseter, Dillard B. executive officer, Organization of Professional Em- 
ployees of the U.S. Department of Agriculture 

MacKay, John W., "president, National Postal Clerks Union__-- 

MeAvoy, Harold, national president, National Association of Post Office & 
Postal Transportation Service Handlers, W. & M 

Messer, Ross A., legislative representative, National Association of Post 
Office & General Service Maintenance Employees_ : 

Nagle, Paul A., president, National Postal Transport Association - = 
North, Roy M., legislative representative, National Association of Post- 
I isc a a ik ca eh a cs a ce hs eh al ee eae or hae Serer le 

Owen, Vaux, president, National Federation of Federal employees 3 

Peacock, William E., secretary-treasurer, National Association of Spec ial 
Delivery Messengers, AFL-CIO 

Ryan, William H., president, District No. 44, International Association of 
Machinists, AFL-CIO 

Staats, Elmer B., Deputy Director, Bureau of the Budget; accompanied 
by C. Spencer Platt and William H Lehman 

Walters, Tuomas G , operations director, Government Employees’ Counce il, 

Wilson, Frank J., president, National Association of Retired Civil Em- 
ployees; accompanied by Joseph L. Spilman, vice president; John J. 
Madigan, secretary; and John A. Overholt, legislative representative ___ 


COMMUNICATIONS 


Blasingame, Dr. F. J. L., executive vice president, American Medical 
Association, letter, dated September 2, 1959, to Senator Johnston_ 

Jones, Roger W., Chairman, U.S. Civil ‘Service Commission, letter dated 
September 2 1959, to Senator Johnston, containing the Commission’s 
report on S.. 2575 : 

Parsons, J. Graham, chairman, board of directors, American Foreign 
Service Association, letter, dated August 31, 1959, to Senator Neuberger 
Smathers, Senator George A., letter, dated September 2, 1959, to Senator 

Neuberger 
Williamson, Kenneth, associ iate director, American Hospital Association, 
letter, dated September 4, 1959, to Senator Neuberger 








HEALTH BENEFITS PROGRAM FOR CERTAIN RETIRED 
FEDERAL EMPLOYEES 


WEDNESDAY, SEPTEMBER 2, 1959 


USS. Senate, 
ComMITTEE ON Post Orrice AND Civi SERVICE, 
SUBCOMMITTEE ON INSURANCE, 
Washington, D.C. 

The subcommittee met at 9:40 a.m., pursuant to notice, Senator 
Richard L. Neuberger (chairman of the subcommittee) presiding. J 

Present: Senators Neuberger, Jordan, Yarborough, and Carlson. 

Also present: H. W. Brawley, executive director; J. Don Kerlin, 
assistant staff director; Frank A. Paschal, minority professional staff 
member; and Walter Dodd, assistant to Senator Neuberger. 

Senator NeuBERGER. The subcommittee will please come to order. 

I have a very brief statement, and we will open then with the first 
witness. 

These hearings are on S. 2575, to provide a health benefits program 
for certain retired employees of the Government. This bill would 
provide health coverage for approximately 260,000 retired Federal 
employees, Federal employees disabled while in service, and their 
spouses and minor children. This legislation provides health cover- 
age for career retired civil employees on the same basis that active 
employees and those who will retire after June 30, 1960, are covered 
in the Federal Employee Health Benefits Act of 1959. 

The full text of the bill will be included in the transcript of the 
hearing immediately following my remarks. 

S. 2575 was introduced on August 21 by myself and cosponsored by 
24 other Senators, including a bipartisan majority of our Health In- 
surance Subcommittee and the Senate Post Office and Civil Service 
Committee. 

It is my earnest hope that this legislation can be promptly enacted 
into law so that health coverage for retired civil Federal career em- 
ployees might start on July 1, 1960, the same date on which coverage 
will start under previous legislation for active employees and those 
who will retired after June 30, 1960. 

Because of the lateness of the Senate session and the apparent 
hearness to adjournment time, it is my hope that the witnesses will 
summarize their statements, and the statements will be printed in 
full in the hearing record. 

It is my hope that 1 day of hearings will be sufficient. However, 
the hearing record will be held open for several days so that others 
who wish to submit statements may have them included in the record. 
The hearings will start with representatives of the administration— 
the Chairman of the U.S. Civil Service Commission and the Director 
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of the Bureau of the Budget. We will then have representatives of 
the National Association of Retired Civil Employees, followed by 
representatives of employee groups. 

I just again want to emphasize to those other than Government 
witnesses that you can always include your full statement in the 
hearing record, but I sm sure you realize consideration of this bill is 
going to be greatly expedited if you summarize your statements in 
your oral presentations. We all want to see if we cannot at least get 
a bill reported in the Senate Calendar of this session. 

(S. 2575 is as follows:) 


{S. 2575, 86th Cong., 1st sess.] 


A BILL To provide a health benefits program for certain retired employees of the Government 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the only “Federal 
Annuitants Health Benefits Act of 1959.” 

Sec. 2. As used in this Act— 

(a) The term “annuitant”? means any of the following who are not eligible for 
coverage under the Federal Employees Health Benefits Act of 1959: (1) an em- 
ployee who has heretofore retired or who prior to July 1, 1960, retires on an im- 
mediate annuity, under the Civil Service Retirement Act or other retirement sys- 
tem for civilian employees of the Government, after twelve or more years of serv- 
ice or for disability, (2) a member of the family who receives an immediate annuity 
as the survivor of a retired employee described in clause (1), or of an employee 
who dies prior to July 1, 1960, after completing five or more years of service, (3) 
an employee who receives monthly compensation under the Federal Employees 
Compensation Act as a result of injury sustained or illness contracted prior to 
July 1, 1960, and who is determined by the Secretary of Labor to be unable to 
return to duty, and (4) a member of a family who receives monthly compensation 
under the Federal Employees Compensation Act as the surviving beneficiary of 
(i) an employee who dies after completing five or more years of service as a result 
of injury sustained or illness contracted prior to July 1, 1960, or (ii) a former em- 
ployee who is separated after completing five or more years of service and who 
dies while receiving monthly compensation under such Act on account of injury 
sustained or illness contracted prior to July 1, 1960. For the purpose of this 
subsection, “‘service’’ means service which is creditable for the purposes of the 
Civil Service Retirement Act. 

(b) The term ‘‘employee’”’ means an appointive or elective officer or employee 
in or under the executive, judicial, or legislative branch of the United States 
Government, including a Government-owned or controlled corporation (but 
not including any corporation under the supervision of the Farm Credit Adminis- 
tration, of which corporation any member of the board of directors is elected or 
appointed by private interests), or of the municipal government of the District 
of Columbia, and includes an Official Reporter of Debates of the Senate and a 
person employed by the Official Reporters of Debates of the Senate in connection 
with the performance of their official duties, and an employee of Gallaudet College, 
but does not include (1) a member of a “uniformed service’”’ as such term is 
defined in section 1072 of title 10 of the United States Code, (2) a noncitizen 
employee whose permanent-duty station is located outside a State of the United 
ae or the District of Columbia, or (3) an employee of the Tennessee Valley 

uthority. 

(c) The term “member of family’”’ means an annuitant’s spouse, unmarried child 
under the age of nineteen years (including (1) an adopted child, and (2) a step- 
child or recognized natural child who lives with the annuitant in a regular parent- 
child relationship), or unmarried child regardless of age who is incapable of 
self-support because of a mental or physical incapacity that existed prior to his 
reaching the age of nineteen years and who is in fact dependent on the annuitant 
for over one-half his support. 

(d) The term “dependent husband” means a husband who is incapable of self- 
support by reason of mental or physical disability which can be expected to con- 
tinue for more than a year. 

(e) The term “health benefits plan’? means an insurance policy or contract, 
medical or hospital service agreement, membership or subscription contract or 
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similar arrangement provided by a carrier for the purpose of providing, paying 
for, or reimbursing expenses for health services. 

(f) The term ‘‘ Commission” means the United States Civil Service Commission. 

Sec. 3. The Commission is authorized and directed to establish a health benefits 
progtam for annuitants and members of their families who are not eligible for 
coverage under the Federal es Health Benefits Act of 1959. Except as 
provided in this Act, benefits under such program, and the conditions under which 
they shall be payable, shall correspond as nearly as practicable, to the extent 

ssible with the funds available under this Act, to the benefits provided under the 

ederal Employees Health Benefits Act of 1959. 

Sec. 4. (a) If an annuitant enrolls in a health benefits plan under this Act for 
himself only, there shall be withheld from the annuity of such annuitant as his 
contribution an amount not to exceed $3.80 monthly, and the Government shall 
contribute a like amount. 

(b) Except as provided in paragraph (ce), if an annuitant enrolls in a health 
benefits plan under this Act for himself and members of his family there shall be 
withheld from the annuity of such annuitant, as his contribution an amount not 
to exceed $9.20, and the Government shail contribute a like amount. 

(c) If a member of the family of a female annuitant, who enrolls in a health 
benefits plan under this Act for herself and members of her family, is a husband, 
other than a dependent husband, there shall be withheld from the annuity of such 
annuitant as her contribution an amount not to exceed $13 monthly, and the 
Government shall contribute an amount not to exceed $5.50 monthly. 

Sec. 5. The program authorized by this Act shall not be applicable to any 
annuitant or member of his family unless such annuitant elects, within ninety 
days after July 1, 1960, to be covered by such program, and consents to the deduc- 
tion from his annuity or other benefit payments of such amounts as the Civil 
Service Commission shall prescribe as contributions to the cost of such program. 

Sec. 6. There is hereby created a Federal Annuitants Health Benefits Fund, 
hereinafter referred to as the ‘‘Fund’’, which is hereby made available without 
fiscal year limitation for the payment of all premiums or subscription charges 
under policies or contracts purchased or entered into under section 7, and for 
payment of expenses incurred by the Commission in administering the program 
authorized by this Act. The amounts withheld from the annuities of annuitants, 
and the amounts contributed by the Government toward the cost of health benefits 
for such annuitants shall be paid into the Fund. For purposes of the payments 
provided for in this section, the Secretary of the Treasury is authorized to use 
the proceeds of the sale of any securities issued under the Second Liberty Bond 
Act as now in force or as hereafter amended, and the purposes for which securities 
may be issued under the Second Liberty Bond Act are hereby extended to include 
this purpose. The income derived from any dividends, premium rate credits or 
other refunds shall be credited to and constitute a part of the Fund. Any amounts 
remaining in such Fund after all premium or subscription charges have been paid, 
and after the amounts referred to in the preceding sentence have been set aside, 
shall be retained as a special reserve for adverse fluctuations in future charges, or 
may be applied to reduce the contributions of employees and the Government to, 
or to increase the benefits provided by, the plan from which such amounts are 
derived, as the Commission shall from time to time determine. The Secretary of 
the Treasury is authorized to invest and reinvest any of the moneys in the Fund 
in interest-bearing obligations of the United States and to sell such obligations of 
the United States for the purposes of the Fund. The interest on and the proceeds 
from the sale of any such obligations shall become a part of the Fund. 

Sec. 7. The Civil Service Commission is authorized to prescribe such regula- 
tions and, without regard to section 3709 of the Revised Statutes or other provi- 
sions of law requiring competitive bidding, to enter into such contracts or arrange- 
ments, or purchase such policies, as may be necessary to establish and carry out 
the program authorized by this Act. 

Sec. 8. The Commission shall transmit to the Congress annually a report 
concerning the operation of this Act. 


j ~~ a health benefits program authorized by this Act shall take effect on 
uy i, : 


Senator Cartson. May I make a statement, Mr. Chairman? 

Senator NeuBerGerR. You certainly may, Senator Carlson. 

Senator Cartson. Mr. Chairman, I hope these are the concluding 
days of this session of Congress, and I do want to express my personal 
appreciation, and I know the appreciation of the members of the sub- 
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committee and the full committee, and I think our civil service, both 
active and retired employees of this Nation. Senator Neuberger 
rt: weeks working on and securing a bill, Senate 2162, which passed 
the Senate and passed the House yesterday. I am hoping we can 
soon concur on it and seeure the health insurance program for the 
Federal civil workers. I sincerely hope, if we conclude the hearings 
on this, we will have an opportunity again to be of some benefit to 
the retirees who have labored long for our Federal Government. 

But I do want to pay a special tribute to Senator Neuberger. He 
is certainly entitled to great credit for his work in this field. 

Senator Neusercer. Thank you, Senator, that is characteristically 
generous of you, but I might add my service on behalf of the Govern- 
ment employees, both active and retired, is of far shorter tenure and 
less service than your own. I do appreciate your sentiments. 

Senator Yarborough, Senator Jordan, do either of you have any 
comments? j 

Senator Jorpan. I would like to concur in the remarks of my good 
friend Senator Carlson. I hope we can bring out this bill as we have 
on the active employees of the Federal Government, that we can get 
it in at this session of Congress. 

Senator Yarsoroueu. I, too, want to commend the chairman of 
this subcommittee, the Senator from Oregon, for his leadership on 
this health program for the Federal employees, and now on this bill 
for a somewhat similar program for retired employees of the Gov- 
ernment. 

And, of course, I commend the distinguished Senator from South 
Carolina, the chairman of the full committee. Without his leadership 
of the committee and the support of the ranking minority member, 
the Senator from Kansas, we would not have had these programs. In 
fact, this is the committee that tried to work out these programs. 
Unlike some committees I worked on, I do not know of a single mem- 
ber who obstructed the program. 

I think these programs have been long overdue. The Federal Gov- 
ernment has been far behind private business, and more behind the 

rogressive State and city governments in this country, and I hope 

efore the 86th Congress has finally completed its work, that it will 
have written into law both the health benefit plan for the active em- 
ployees of the Federal Government and for the retired employees of 
the Federal Government. 

Senator Neusrercer. Thank you, Senator Yarborough. 

I believe our committee is very fortunate, not only in the chairman, 
but its ranking minority member, and in the way they try to bring 
forth constructive legislation. I think the record demonstrates that. 

I will now call the first witness, the Honorable Roger W. Jones, 
Chairman, U.S. Civil Service Commission. 

Mr. Jones, we will be very pleased to hear from you now. 
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STATEMENT OF HON. ROGER W. JONES, CHAIRMAN, US. CIVIL 
SERVICE COMMISSION, ACCOMPANIED BY WARREN B. IRONS, 
EXECUTIVE DIRECTOR, AND DAVID F. LAWTON, ASSISTANT 
DIRECTOR, BUREAU OF DEPARTMENTAL OPERATIONS 


Mr. Jones. Thank you, Senator Neuberger. I have with me Mr. 
Warren B. Irons, Executive Director of the Civil Service Commission, 
and also David F. Lawton, Assistant Director, Bureau of Departmental 
Operations, Civil Service Commission, our staff member who worked 
very closely with the committee staff on insurance matters. 

Senator Neuberger, with your permission, I will read the report of 
the Commission on S. 2575. It is in the nature of a letter addressed 
to the chairman of the committee: 


U.S. Crviz SzrvicE Commission, 


Washington, D.C., September 2, 1959. 
Hon. Orin D. JoHNsSTON, 


Chairman, Committee on Post Office and Civil Service, 
U.S. Senate. 


Dear SENATOR JOHNSTON: This letter is in further reply to yours of August 25, 
1959, requesting the Civil Service Commission’s views and comments on the bill 
§. 2575, to provide a health benefits program for certain retired employees of the 
Government. 

The current fiscal position of the Federal Government is such that the admin- 
istration finds it necessary to oppose enactment of S. 2575 at this time. The 
Commission points out that enactment now would be contrary to an approved 
policy of opposing new programs, at least until fiscal conditions improve. The 
Commission estimates that the expenditure required of the Government would 
ange between $15.5 and $22 million for the first year. 

The Commission understands that the considerations which have prompted 
the committee to hold hearings on this legislation are three in number: 

1. Desire to authorize a plan for retired employees at the same time that 
health benefits are provided for active employees. 

2. Prevention of discrimination between active and retired employees, 
particularly in light of the fact that pending legislation covering active 
employees will become effective July 1, 1960. 

3. Avoidance of difficult questions of retroactivity which would arise if 
the measure were considered at a later date. 

In the light of these considerations and since you have called upon the Com- 
mission for its views on 8. 2575, we do have some comment on the bill. These 
comments, which follow, should not be construed as departing in any way from 
the administration’s position expressed above. 

Here is our section-by-section analysis of the bill: 

jaan 1: Creates a short title: “Federal Annuitants Health Benefits Act 
of 1959. 

Section 2: Defines technical terms used in the bill. Included is the term 
“annuitant.”’ By definition, coverage is extended to those individuals who 
possess essentially the same qualifications as are required for annuitants’ 
coverage under S. 2162 except that the individuals covered by this bill must 
have become annuitants before July 1, 1960. 

Section 3: Authorizes and directs the U.S. Civil Service Commission to 
establish a health benefits program for annuitants and members of their 
families not eligible for coverage under S. 2162. No standards are set as 
to the benefits to be provided except that they are to correspond as nearly 
as practicable to the benefits provided under S. 2162, 

Section 4: Provides for the same maximum dollar withholdings from 
annuities and Government contributions as are provided in 8. 2162, con- 
verted into monthly terms. 
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Section 5: Requires that any annuitant desiring-to participate in the 
program enroll within 90 days after July 1, 1960. 

Section 6: Creates a Federal annuitants health benefits fund which js 
made available without fiscal year limitation for the payment of premiums 
and for expenses incurred by the Civil Service Commission in the adminis. 
tration of the enacted bill. The Government’s contribution is to be derived 
through proceeds from the sale of any securities issued under the Second 
Liberty Bond Act and the bill extends the purposes for which securities shal] 
be issued under that act to include this purpose. 

Section 7: Authorizes the Commission to prescribe necessary regulations 
and to enter into contracts or other arrangements without competitive 
bidding. 

Section 8: Requires an annual report to the Congress. 

Section 9: Sets the effective date of the act as July 1, 1960. 

We believe that the language of S. 2575 could in many instances be perfected 
in such a way that administration of an enacted bill would be greatly facilitated, 
For example, we think it highly advisable that those definitions in section 2 of 
the bill S. 2162 which are pertinent to S. 2575 be incorporated in the latter by 
reference, thus avoiding the continuing need to construe two sets of definitions 
and the probability of having to interpret them differently. 

We must interpose serious objection to section 6, which requires the Govern- 
ment’s contribution to the cost of the program to be made from proceeds of the 
sale of securities issued under the Second Liberty Bond Act. We do not believe 
that program costs should be unreviewed in any insurance operation. Further- 
more, we have been advised by the Bureau of the Budget that the uses authorized 
and contemplated for this method of financing do not include such matters as the 
financing of health insurance benefits for retired employees and that the use of 
this method would not be in accord with the administration’s fiscal policy. The 
only alternative source of the necessary Government contribution which we can 
envisage is direct appropriation by the Congress. 

We are not here itemizing or suggesting language for the perfecting changes we 
believe should be made. This can be better done through personal contact be- 
tween your committee’s staff and staff of the Commission. Needless to say, the 
Commission will be glad to furnish any technical assistance you may ask for. 


The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
By direction of the Commission: 
Sincerely yours, 


Roger W. Jones, Chairman. 


Mr. Jonzs. I have no further formal statement, Senator Neuberger, 
because I knew the committee wanted to move as rapidly as possible 
in the consideration of this matter. It seemed to us it would be just 
a waste of the committee’s time to give you each of the suggested 
changes in language. They are, however, ready and can be quickly 
made available to the committee staff. 

I think there is nothing else that the Commission can add at this 
time, except to make itself available for questions and perhaps to 
give you just a word as to how we arrived at our cost estimate, because 
there has been always a great deal of interest in those estimates. 

The maximum contributions set by S. 2575 are $3.80 monthly for 
individuals, and $9.20 monthly for families. Assuming that 60 per- 
cent of the eligible annuitants have dependents, we would operate the 
thing on this set of arithmetic: $9.20 a month times 6, or $55.20 plus 
the sum of $3.80 times 4, or $15.20, giving us a composite figure of 
7.040 times 12 montlis, or $84.48 annual per capita cost on a composite 
basis times an estimated 260,000 estimated eligible annuitants, which 
would bring the maximum Government cost out to $21,964,800, or if 
you take 70 percent of that, the minimums specified in S. 2162 as it 
passed the House, it would bring it down to a minimum cost of 
$15,375,360. 

That is the basis for the cost estimate that we put in our letter. 
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Senator NeuseRGER. Thank you very much, Mr. Chairman. 

Senator Carlson, do you have some questions? 

Senator Caruson. I want to make one inquiry on that very point. 
I believe you stated you estimated that 60 percent of these annuitants 
or retirees have dependents; did I understand you correctly? 

Mr. Jones. That is correct. 

Senator Caruson. Is that based on actual records of civil service, 
or is that an estimate that you have prepared from drafts and statistics 
that you have? 

Mr. Jones. Let me ask Mr. Irons to answer that question. He 
can give you a fuller answer than I could. 

Mr. Irons. That is based on estimates made from our statistical 
information we have in the Commission’s civil service retirement 
records. 

Senator Cartson. It occurs to me offhand, knowing nothing about 
it, except knowing individuals in this group, 60 percent seems like 
a very high number of dependents. 

Mr. Irons. By dependents we include the wife as the dependent 
of the husband. That doesn’t mean they all have young children. 

Senator NeusperGEeR. Senator Carlson, do you have any other 
questions? 

Senator Cartson. No. 

Senator NeuspercGer. Any further questions? 

Senator YarrorovueH. Mr. Chairman, this estimate of minimum 
cost to the Government per year of $15,375,000, maximum $21,964,000, 
that is beginning as of the first year of operation? 

Mr. Jones. That is for the first year, Senator Yarborough; yes, sir. 

Senator YARRorovuGH. As time went on, this figure would decrease 
due to the fact those presently retiring would go under the employees 
retirement system, rather than the number of retired employees. 
This retired program would be one of declining cost to the 
Government? 

Mr. Jones. That is my understanding. This would be a closed 
universe, so to speak, a closed group, once the program went into effect. 
Since it would be a group which continually grew older, the cost would 
go down as the people in the group died. 

Senator YARBOROUGH. In some Government programs, I have seen 
it meet the objection, ‘the sky is the limit, we can’t see what this will 
cost in the future, it will be so high.” This is not that kind of a pro- 
gram. This is one where you know there will be a definite cost? 

Mr. Jonzs. Yes, sir. I will not venture at the moment to estimate 
how rapidly it will fall off, because the life expectancy of our annuitant 
group at the time of retirement is pretty high. 

Senator YarBnorouacH. Thank you. 

Senator NevunerGcer. Senator Jordan, do you have any questions? 

Senator Jorpan. No; the questions asked were the questions I had 
in mind. 

Senator NeuperGcer. I am a little disappointed, Mr. Chairman, 
this really very modest bill is contrary to the program of the adminis- 
tration. I would like to ask you a question, if 1 can. Does not the 
administration, and the Commission, feel some sense of responsibility 
for participating in some very limited program of health insurance 
protection for the former employees of this Government? 





8 HEALTH BENEFITS PROGRAM FOR RETIRED EMPLOYEES 


Mr. Jonzs. Senator, I think you know the views of the Commis. 
sion as expressed on the problem of continuation of coverage for people 
who retire in the future. With respect to the people who are already 
on the retired rolls, or who will be on the retired rolls by next July j, 
when presumably the legislation for the active employees will go into 
effect, there is quite frankly considerable question in the minds of a 
number of people as to whether the same type of obligation exists. 

I think the Budget Bureau may want to comment further on this 
at the time of their testimony. 

Senator Neuspercer. You mean you feel a lesser responsibility for 
those who served the Government and have retired? Is that right? 

Mr. Jonus. That is the argument—on the ground that every time 
we had a new benefit program for active employees, it becomes a 

uestion of judgment as to whether the same obligation applies to 
the people already retired. Some folks point out with a degree of 
logic that there is no longer the employee-employer relationship, and 
that you can scarcely expect to go back on a retroactive basis and do 
everything for retired people that you do for active employees, who 
may have some residual benefits from the thing after they retire. 
he other side of the coin, of course, is the belief that the U.S. 
Government should be a leader in the whole field of benefits for its 
employees, active and retired, and that we should not find ourselves 
as an employer in the Federal Government always trying to catch up. 

At the moment I do not believe there is very definitive information 
from industry as to what the industrial pattern is. Some of the people 
who have doubts about this also point out that there are now group 
insurance plans for older people to a much greater extent than was 
true afew yearsago. There is, for example, a plan which the National 
Association of Retired Civil Employees has. I think their people are 
here today, and they may want to tell you something about their 
plan, the kind of benefits they extend under health insurance plans 
to some 30,000 to 35,000 retired civil employees. 

Senator Neusercer. Which is totally borne by the employees. 

Mr. Jonzs. It is entirely borne by the employees, that is correct. 
From the limited information we have at hand, it would appear this 
appears to be fairly generally true under the industrial plan, the cost 
a retired participation is very largely borne by the employee. 

Senator Neusercer. We have a little question of philosophy here. 
I recently read the other evening an article in the Saturday Evening 
Post by Hanson W. Baldwin, the distinguished military editor of the 
New York Times. He pointed out, for example, until this adminis- 
tration took office, it had always been the policy of the Government 
that when a pay increase was provided for officers, men on active 


military duty, the same percentage increase went to retired military 
personnel. 


Mr. Jongs. That is correct. 

Senator NeuserGER. But now for the first time under this admin- 
istration, far different criteria have been established, and a year and 
a half ago, when the administration and Congress—Congress shares 
this responsibility—enacted the military pay increase, a far smaller 
percentage increase, much smaller, went to those who are retired, and 
the reason I mention this it seems to me just a whole question of 
philosophy as to whether the Government feels it has a responsibility 
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to those who served in war or in peace, or in both, as to those who are 
presently serving. ' 

I am ere naturally, in this letter of September 2, which 
you presented to us on behalf of the administration. 

“ Are there any other questions? 

Senator CarRLSoN. Just this, Mr. Chairman. 

Mr. Chairman, I notice that you stated that you are opposing—the 
Commission points out that an act now would be contrary to the new 
policy of proposing new programs, at least until fiscal conditions im- 
prove. Then you conclude this letter with this statement: 

We believe that the language of S. 2575 could be many instances be perfected 
in such a way that administration of an enacted bill would be greatly facilitated. 
For example, we think it highly advisable that those definitions in section 2 of the 
bill, S. 2162, which are pertinent to 8. 2575 be incorporated in the latter by refer- 
ence, thus avoiding the continuing need to construe two sets of definitions and the 
probability of having to interpret them differently. 


As I gather from your letter, despite the fact you are opposing this 
bill as presently before us, you as the Chairman of the Commission 
offered to be cooperative with the committee in trying to work out a 
bill that might be acceptable. 

Mr. Jones. I can’t say as to whether it might be acceptable, but 
I do say this, Senator Carlson: If the Congress should adopt this bill, 
we would certainly urge the job of administration be made as easy as 
possible and consistent with the bill for the active employees, and 
therefore we feel the obligation now, rather than later, to express to 
you the views that we have about necessary changes if the bill is to 
be enacted. 

=a NeEvBERGER. If the bill is enacted, would you urge it be 
signed? 

Ar, Jones. I don’t think I can answer that question at the moment, 
Senator Neuberger. I think it would depend on the form of the bill, 
and it would depend on a number of questions. 

I personally have always subscribed to the theory that under our 
system of government, when the Congress proposes a piece of legis- 
lation, the executive agencies have to examine it most carefully to see 
whether there is reason to recommend veto. I recognize, of course, 
the final decision on veto can only be made by the President. He is 
frequently influenced by the recommendations from the agencies. 
There is enough division of opinion as to the merits of this proposition 
so that I would have to go back and consult at length with my two 
colleagues before I could give you an answer to that question. 

Senator NeuBerGER. Senator Carlson. 

Senator Carson. Just this: You have stated this morning you 
would be glad to have the Commission cooperate with this subcom- 
mittee should we desire to call you up for consultation and confer 
with you as we go through this bill? 

Mr. Jones. Yes, sir, and Mr. Lawton, particularly, of the staff, is 
prepared to do that. 

Senator NeuBERGER. We appreciate that also. I just want to ask 
you one further question. Don’t you really believe this is quite a 
modest program? 

Mr. Jones. Yes. That is a personal expression of my view. 

Senator Neusercer. Thank you very much. 
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If there are no other questions, we certainly appreciate your being 
here. : 

Our next witness will be Mr. Elmer B. Statts, Deputy Director of 
oe of the Budget. I believe he is accompanied by some of his 
staff. 

Mr. Staats, won’t you proceed, please? 


STATEMENT OF ELMER B. STAATS, DEPUTY DIRECTOR OF THE 
BUREAU OF THE BUDGET, ACCOMPANIED BY C. SPENCER 
PLATT AND WILLIAM H. LEHMAN 


Mr. Staats. Mr. Chairman, I am very happy to be here this 
morning. I have here with me from the Bureau of the Budget this 
morning Mr. C. Spencer Platt, at my left, and Mr. William H. 
Lehman, to my right, who have been concerned with this whole prob- 
lem of looking at the Government’s overall personnel problems for a 
good many years. 

Senator Cartson. May I make a short statement? 

Senator NEuBERGER. You certainly may. 

Senator Caruson. I want the members of the committee to know 
Mr. Staats is a Kansan. We have very great pride in the fact he is 
in the Bureau of the Budget, and he is what I call a career official; 
he has been in the Government for many, many years. 

Mr. Staats. Thank you, Senator Carlson. 

Senator YarsBoroucu. Being very close to Kansas, I want to add 
my comment to the very able Kansas Senator. We southwesterners 
are proud of our people who have made their mark in Government. 

Senator NeuBercEer. Being from a State that is very distant from 
Kansas, I will state that to Mr. Staats’ other qualifications, I am 
happy to learn he has the eminent requisite of coming from the State 
of the distinguished ranking minority member of this committee. 

Mr. Staats. Mr. Chairman, the subject of this bill which you have 
before your committee this morning was discussed somewhat in 
testimony before this committee on the health insurance program for 
Federal employees. I think it was felt then on the part of the execu- 
tive branch from the standpoint of the immediate need and the imme- 
diate priority that it was a program which should be excluded from 
that previous bill. I think the history of this is pretty clear. 

This particular bill would grant health benefits to persons already 
retired from the Federal service, with half of the cost to be paid 
through contributions by those covered and half to be paid by the 
Government. The Government’s share of the cost is estimated by 
the Commission to be within the range of $15.5 million to $22 million 
annually during the initial years of the program. We estimate that 
the probable figure would be about $20 million. 

The administration is opposed to this bill. The cost of health 
insurance for retired employees should not be added to the heavy 
one ste important budget requirements with which we are now 

aced. 

I need not, I believe, review for you the very serious budget prob- 
lems with which the Nation is faced. You know how many appealing 
programs must be surrendered or deferred as the Congress and the 
administration struggle to develop a sound budget. We do not 
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believe that we are justified in adding the program and the expense 
entailed by this bill to the already overbearing budget burden. 

The balanced budget for 1960 is in serious jeopardy. The 1960 
budget submitted last January was closely balanced, with revenues 
at $77.1 billion and expenditures at $77 billion. 

As the result of subsequent events, expenditures will be significantly 
higher. 

Expenditures will be higher, because of increased costs of veterans’ 
programs, partially due to added authorizations for veterans’ loans; 
higher interest costs on the national debt; acceleration of expenditures 
under certain Government programs, such as outer space; and a num- 
ber of other factors not contemplated when the 1960 budget was pre- 
pared. In addition, no action has been taken on the President’s 

roposals for higher postal rates and for reduced farm price supports. 

I think those of us who have been living with this problem in the 
Bureau of the Budget and the Treasury, are becoming increasingly 
concerned about this. I don’t think I need to review this problem 
in detail for the committee. You are as familiar with it, I think, as 
weare. We particularly are impressed by the fact that a large number 
of programs, some of them costing a million to 5 million, and on up, 
we have had to defer on. We have had to ask that they be given 
up because of the overall fiscal situation with which we are faced. 

The Commodity Credit Corporation may cost considerably more 
than we estimated as of January. Public assistance payments will 
be up. Interest will be up. Veterans’ direct loans will be up. The 
farmers home loan program will be up, and the school lunch program 
will be increased by actions of the Congress. Military expenditures 
will be up, and so on down the list—HEW, National Institutes of 
Health. There has not been an increase in postal rates, as you know, 
which would have amounted to $350 million. Direct loans have been 
provided for veterans in the amount of $100 million. All of these 
increases which we are faced with now, that we could not anticipate 
last January, coming on top of increasing difficulties in management 
of the debt, we feel make the case that programs of this kind should 
be not undertaken on top of everything else. 

Legislation already enacted and programs underway will force the 
1961 budget substantially above 1960. The Congress in recent years 
has enacted a number of programs under which expenditures are on 
the upgrade, and other uncontrollable factors will cause certain other 
programs to continue to grow. At the present time, it is estimated 
that built-in increases in certain programs will force 1961 expenditures 
upward by more than $2 billion over 1960. Included in these are 
outer space, aviation modernization, the Development Loan Fund, 
urban renewal and other housmg programs, construction of water 
resources projects, and the conservation reserve, as well as the recent 
enactment of increased veterans’ pensions, and the pending legislation 
for Government employees’ health insurance. 

These built-in increases would obviously force Government spend- 
ing up significantly in 1961 over 1960, even without any increases in 
other going programs of the Government or in defense. 

We find pretty generally across the board great pressure for in- 
creases in programs. We recognize if the economy continues to grow, 
and the present high level of employment continues, that: revenues 
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will, of course, be up over 1960, but we anticipate that these revenues 
are going to be faced with the pressures for increased expenditures, 

As you know, the administration has for several years supported 
health benefits for employees, anticipating a cost of $80 million. The 
employee health benefits bills currently under consideration in Con- 
gress would cost considerably more than the $80 million contemplated, 
the estimated costs to the Government of the two different bills rang- 
ing from $107 million to $155 million. It would be unwarranted and 
unwise, we believe, to add to these already greatly expanded plans and 
costs another new program such as this. 

Aside from the budgetary situation, we would pause at the step 
which this bill would take. This would be a fairly unique departure 
for the Government in its role of employer, and we do not know that 
a sound basis of evidence and of justification can be laid for taking 
the step. The Government’s practices to date relative to retired 
persons constitute no warrant for the step, nor do prevailing practices 
in plivate enterprise set us a justifying precedent. Instances have 
been given of certain industries which have instituted health benefits 
programs for retired employees on a retroactive basis; but these in- 
stances do not provide the information needed relative to prevailing 
practice. We are not aware of any definitive reports on this subject, 
but it is our belief that the practice is uncommon. 

We have checked informally with the Industrial Conference Board, 
the Chamber of Commerce, and other nongovernmental groups, as 
well as the Bureau of Labor Statistics, which recently completed a very 
major study of this subject, but don’t find at this time any specific 
studies on this point, and the impression we have is that the practice 
is quite uncommon. 

Even in the instances cited, no information is provided relative to 
coverage, that is, whether a given industry plan covers all retired em- 
ployees or only a certain defined group of retirees; neither is there 
information relative to cost sharing nor to the relation of the program 
to employee compensation generally. And the question of prevailing 
practice is only one of several aspects of the issue which would require 
inquiry before one could determine whether justification exists for 
adopting the program. 

Because we cannot fit it into the budgetary priorities with which we 
are faced, and because we have not found a basic justification for the 
program, we believe that the Government should not embark upon a 
program of health benefits for retired employees. 

Mr. Chairman, this concludes my prepared statement. I would be 
happy to go into any aspect of this further, or turn to my colleagues 
here at the table. I hope the committee is impressed, as we are, that 
new programs of this kind must be judged in the light of overall pri- 
orities and in terms of what can be fitted into a budget program. 
Given the receipts that we anticipate, we are having to take the same 
tight approach pretty much across the board and urge deferred any 
new programs which can be deferred. 

Senator Nevsercer. Thank you very much, Mr. Staats. 

Senator Carlson, do you wish to ask your distinguished constituent 
any questions? 

ator Cartson. I was interested in your comment, and I know 
the Budget Director is greatly concerned about our budget finances, 
as is every Member of Congress. 
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] notice you stated: 


Congress has in recent years enacted a number of programs under which expend- 
itures are on the upgrade, and other uncontrollable factors will cause certain other 
programs to continue to grow. 

Iam confident that is a correct statement, but I would inquire if the 
Bureau of the Budget did not approve of most of those proposals that 
are continuing to grow as time goes on. 

Mr. Staats. Well, Mr. Chairman, I could go into some of these 
programs, many of which I think the executive branch did concur in, 
and many of which we did, but at lower levels. The veterans’ pension 
bill has just been enacted, and is one in which the bill as it finally 
came out cost about. $300 million in the frst year of operation, as 
against the $100 million which the administration proposed. 

The Labor-EEW bill came out, as you know, considerably over the 
administration’s proposals. The health insurance bill, I mentioned, 
js another one where it was increased by Congress. In many of these 
instances the administration has been for legislation, but the amount 
has been increased in the action taken. 

Senator Cartson. A built-in program that will continue to grow 
in many instances—in fact, I think the record will show in most 
instances—the Bureau of the Budget has not opposed them; in fact, 
they have recommended them. 

Mr. Sraats. In some cases this is quite true. In the 1960-61 
period, one of these built-in factors, over which neither the executive 
branch nor the Congress has much discretion, is the interest charges, 
which will be up substantially, not only in fiscal 1960, but in 1961, as 
refinancing operations take place. 

The conservation reserve under the operation of that law will 
increase. The development loan fund expenditures under the present 
authorizations will increase. Veterans’ pensions will again go up. 
Construction programs, which are already in process, with commit- 
ments made and construction underway, will be up around $200 
million in 1961 over 1960. 

The space program will be increased. Aviation, the housing 
program under existing legislation, expenditures will increase, aside 
from the question of the new legislation. 

This is just illustrative of the kind of built-in factors in the budget 
which we have to deal with, and in which we have really very little 
discretion. 

Senator Caruson. I just want to say this, that I as one Member, 
and I know that is true of all Members of the Congress, appreciate 
the problems of the Budget. We have problems too, and we are 
concerned about the situation. The built-in programs, which in your 
statement shows you approved, I want to know whether the Bureau 
of the Budget also went along with us on these built-in increases. I 
think the record will show that. 

Mr. Staats. The thing I want to stress at this point is not who is 
responsible, but to try to impress on you as much as I can the serious- 


ness of our problem and why we take a negative position on this 
measure. 


Senator NeuserGer. Isn’t this true, Mr. Staats, that a growing 


country, in a period of inflation, many costs are always going to 
increase? 


Mr. Staats. That is true. 
45826—59 3 
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Senator Nevsercer. Isn’t that true? 

Mr. Staats. The construction field, and the military procurement 
areas, I think are pretty evident cases. 

Senator NreuBERGER. You can always cite these increasing costs 
against any particular program. Isn’t that equally true? 

Mr. Sraats. I think you can go a bit further than that. In many 
of these programs, the increase in cost is directly related to the size 
of your population and the level of industrial activity. The only way 
we are going to keep receipts in pace with expenditures is for the 
economy to continue to grow and for the receipts to reflect this growth, 

Now, some additional revenue requests, such as postal revenues 
that the President put in his budget, have not materialized. That 
has been one factor in this picture. I know you, personally, have 
been attempting to deal with that in a very good and courageous way. 
We have to look at the new programs which could be deferred in all 
of these instances until we can get our budget back in balance. 

Senator NevBercer. Don’t you really believe that this new pro- 
gram is really a very modest one, and one of very limited size and 
proportion? 

Mr. Sraats. If you look at it in relation to some of these other big 
figures I have been reciting here, that is quite true. But the budget 
includes a whole series of similar modest proposals that we have to 
look at very hard from the standpoint of approving one, why not 
approve the next one. 

Senator Neupercer. I realize that you have to be selective, but 
I tried to emphasize that before this bill ever was introduced we 
constantly pared down its scope and its cost. I feel the bill before us 
now for joint sharing by the Government and retired employees, in 
a program of health insurance, is really a bill of very limited scope 
and a very modest bill. As Senator Yarborough pointed out, it is a 
bill which will diminish in cost as this group of retired annuitants 
became smaller by the nature of the working of time that affects us all. 

Mr. Staats. It is hard to estimate, I believe, as Mr. Irons has indi- 
cated, exactly when this reduction would take place with the large 
number of dependents that are in the picture. I suppose this could 
be arrived at more precisely than we now have. We believe it prob- 
ably would be upwards of 10 years before there would be much change 
in figures. 

Senator Neusercer. As long as the dependents are spouses, they 
too are subject to the immutable process of living. I believe it was 
the elder Holmes who said, “We all live under a permanent sentence 
of death, and that is the penalty that we pay for life.” So inevitably 
these costs will grow smaller. 

Mr. Staats. Yes, at some time, that is quite right. 

Senator Nevusercer. Thank you so much for being here today. 
I am not quite as devoted to your statement as I am to your Senator 
of the State from which you come, or as to you personally, but I was 
illuminated by learning you have such a fine Senator from your State 
of Kansas. I did not know you came from Kansas. Despite the 
statement you have submitted, we certainly welcome you personally. 
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Mr. Staats. Thank-you very much. 

Senator NeuserGer, I am glad you are here, and I appreciate your 
associates being with you. Thank you so much. We appreciate 
your candor and the forthrightness of your statement; we really do. 

Mr. Staats. Thank you. 

Senator NeusBercer. Our next witness will be Frank Wilson, 
president of the National Association of Retired Civil Employees. 

I am going to include in the record a letter received from the 
junior Senator from Florida, Senator George Smathers. 

(The letter referred to is as follows:) 

U.S. SENATE, 
Washington, D.C., September 2, 1959. 
Hon. Ricnarp L. NEUBERGER, 
Chairman, Insurance Subcommittee, 
Post Office and Civil Service Committee, 
U.S. Senate, Washington, D.C. 

DeAaR Mr. CHarrMAN: Because of other committee activity, I regret it is not 
possible for me to personally appear before you and your Insurance Subcommittee 
on this date to urge my support for prompt and favorable action on 8. 2575, a 
bill designed to provide a much-needed voluntary health insurance program for 
civil service retirees, but I do appreciate the opportunity which you have afforded 
me to submit this statement in lieu thereof. 

I am very pleased to Fe associated with this legislation as a cosponsor, because 
I feel that by virtue of the faithful service rendered by this deserving group of civil 
servants now in the retirement ranks that it is the right thing for a grateful govern- 
ment to do. 

Our Government has, in many respects, fallen far behind private industry in 
this regard. 

I might point out also that Canada has a fine hospitalization program for 
senior citizens already retired. 

The State of New York has adopted a constructive health and hospitalization 
program for its retired employees. 

Common decency demands that the Federal Government take similar action in 
this field. 

The plight of civil service retirees today is indeed a troublesome one because of 
the increased cost of living. Medical expenses place an additional burden on 
their shoulders. They are in dire need of a voluntary health insurance program, 
which will serve their needs at a price which they can afford to pay. 

This proposed legislation is extrerely appropriate because we all realize the 
very pressing need for protection against illness and unforeseen accidents. A 
major illness can kankrupt a person living on a moderate civil service annuity and 
cuickly eat up the nest egg he may have saved for emergencies. It is not enough 
that he may have ' een prudent and put aside a moderate nest egg. Even the 
greatest of past prudence, in view of the record>reaking high cost of living which 
we have today, will not provide sufficient monev to pay for the care and e ‘ficient 
treatrent which medical science has made available for use in fighting prolonged 
and serious illness. 

At this time I would like to congratulate and commend you for your energetic, 
efficient, and sincere interest in the welfare of already retired civil service em- 
ployees by preparing this proposed legislation, and most of all for your demon- . 
strated efforts to expedite action so that the bill will promptly reach the floor of 
the Senate. 

The legislation deserves the swift approval of the Congress, 

With kind regards, I am 

Sincerely yours, 
Greorce A, SMATHERS, 
U.S. Senate. 


Senator NEUBERGER. You may proceed, Mr. Wilson. 
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STATEMENT OF FRANK J. WILSON, PRESIDENT, NATIONAL 
ASSOCIATION OF RETIRED CIVIL EMPLOYEES, ACCOMPANIED 
BY JOSEPH L. SPILMAN, VICE PRESIDENT; JOHN J. MADIGAN, 
SECRETARY; AND JOHN A. OVERHOLT, LEGISLATIVE REPRE. 
SENTATIVE. 


Mr. Wixson. Mr. Chairman, members of the Insurance and Health 
Subcommittee, my name is Frank J. Wilson. I am president of the 
National Association of Retired Civil Employees. I am accompanied 
by Joseph L. Spilman, our vice president; John J: Madigan, secretary, 
and John A. Overholt, legislative representative. Our association is 
in its 39th year. We have almost 100,000 members. We have 730 
chapters in the 50 States and 25 State federations. 

Our association wholeheartedly endorses S. 2575 to provide a vol- 
untary health insurance program for already retired civil service em- 
ployees and survivors. We highly commend the chairman and mem- 
bers of this subcommittee, the chairman and members of the full 
committee, and the committee staff for their initiative and efficiency 
in drafting the bill. We deeply appreciate their demonstrated interest 
in the welfare of career employees who have retired. We appreciate 
and thank the 23 cosponsors of S. 2575 for their desire and their con- 
structive efforts to help provide much-needed protection against heavy 
expenses caused by unforeseen illness for as many as possible of about 
340,000 eligible retirees and about 120,000 widows. 

The action of the cosponsors and the support pledged by other 
Senators is a strong indication that the long and faithful service of 
the retirees is remembered and appreciated, and that the Senators 
consider it appropriate for the Government to fulfill its moral obliga- 
tion toward its former employees. 

Senator Cartson. Mr. Chairman, before Mr. Wilson proceeds, may 
I state I have a meeting of the Finance Committee at 10:30, so, if I 
walk out during your testimony, I sincerely hope you will not feel 
there is any discourtesy on my part. If the Finance Committee 
doesn’t meet, I know we won’t have any money. 

Mr. Witson. Under such circumstances we will not feel bad if 
you go. It is a “must.” 

Senator Neusercer. Not only does Senator Carlson have other 
commitments, but so also did Senator Jordan and Senator Yarborough 
who were here this morning, who had to leave. 

Please proceed. 

Mr. Witson. We call attention to the fact that many Members ol 
the House of Representatives are in full accord with the Senate co- 
sponsors, as within the last week 49 Members of the House from 22 
States have introduced companion bills. This is an extremely un- 
usual and impressive demonstration of nationwide, grassroots senti- 
ment in favor of this legislation received by Congressmen from the 
Far West, from the Far North, from the Deep South, from the farm 
States in the Mississippi Valley, and from the industrial States in 
the east. 

We respectfully recommend that in the committee study of the bill 
that consideration be given to two amendments. We recommend an 
additional paragraph in section 4 as follows: 
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(b) If an annuitant enrolls in a health benefits plan under this act for himself and 
his spouse there shall be withheld from the annuity of such annuitant as his con- 
tribution an amount not to exceed $7.60 monthly, and the Government shall 
contribute a like amount. 

This insertion as paragraph (b) will require the present paragraphs 
(b) and (c) to be changed to (c) and (d). 

We deem the above change as appropriate because relatively 
few annuitants: have families within the definition of a family as 
specified in the bill. Most of them have only one member of their 
family; namely, the spouse. No provision is made in the bill for the 
joint coverage of an annuitant and spouse. The bill provides for 
coverage of the annuitant at not to exceed $3.80 per month and it 
would be logical and proper to fix the cost of coverage for the an- 
nuitant and spouse at two times the cost for the annuitant. 

Under the present paragraph (b) of the bill the annuitant may 
cover himself and his spouse by contributing $9.20 per month for 
which amount he would also be entitled to coverage for the other 
members of his family. For an annuitant with ae a spouse, the 
additional cost for the spouse only would be $5.40. The above 
suggested change will correct this situation and allow about 61,000 
spouses to obtain the insurance for $3.80. This will reduce the cost 
to the annuitants by about $1 million in the first year and to the 
Government by an equal amount. 

We also recommend that in paragraph (e) of section 2, the following 
insertion be made on line 10 after the words “similar arrangement,”’ 
“including a group policy sponsored by a retirement association, 
national in scope, in which membership is open to all annuitants of 
the Government.” This insertion will make it possible for our 
NARCE group hospital-surgical policy to qualify as a health plan as 
specified in the bill. We now have over 52,000 covered by our 

ARCE plan and they are desirous of continuing their coverage 
under it. 

We call your attention to an extremely serious situation which 
would develop if S. 2575 is not enacted into law. Because of the 
passage of S. 2162, providing health insurance for present employees 
and future retirees, the future recruitment of new members for our 
association health plan will be exceedingly difficult, if not impossible. 
As a result, the number of participants in our NARCE heslth insur- 
ance plan will steadily decrease. Eventually, the premiums will have 
to be materially increased. In that event, the remaining retirees 
in our plan will be unable to afford to pay the premiums and the plan 
will be forced to discontinue. We do not believe the Members of 
Congress would want to be partly responsible for a large group of 
present retirees being forced to lose their health insurance protection 
at their advanced age when they are most in need of it. 

In addition to the direct benefits of this legislation to the civil 
retirees and to their widows, it will provide an indirect benefit to 
many others of our aged citizens because many employers will follow 
the lead of the Government and establish health plans for their 
retirees. The necessity for, and the value of voluntary health pro- 
grams for the aging population, has been recognized by the Committee 
on Aging of the American Medical Association. 

On June 16, 1959, at a hearing before the Senate Subcommittee on 
Problems of the Aged and Aging (Senator McNamara, chairman), 
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pertinent testimony was given by Dr. Frederick Swartz, chairman, 
Committee on Aging of the Council of Medical Services, American 
Medical Association. Dr. Swartz stated that one of the goals of the 
AMA Committee on Aging is: 


The promotion of long-range positive health programs which will increase the 
overall capacities of persons to live active, meaningful lives in their later years, 

The Department of Health, Education, and Welfare has given ex- 
tended and intensive study to the problem of health insurance for our 
senior citizens; therefore, its statements warrant your serious con- 
sideration. We quote from a statement by Secretary Arthur §, 
Flemming of that Department made before the House Ways and Mean 
Committee on July 13, 1959: 


There is general agreement that a problem does exist. The rising cost of medi- 
cal care, and particularly of hospital care over the past decade has been felt by 
persons of all ages. Older persons have larger than average medical care needs, 
As a group they use about 24% times as much general hospital care as the average 
for persons under age 65, and they have special need for long-term instituticnal 
care. Their incomes are generally considerably lower than those of the rest 
of the population, and in many cases are either fixed or declining in amount, 
They have less opportunity than employed persons to spread the cost, burden 
through health insurance. A larger proportion of the aged than of other persons 
must turn to public assistance for payment of their medical bills or rely on free 
care from hospitals and physicians. Because both the number and proportion of 
older persons in the population are increasing, a satisfactory solution to the prob- 


lem of paying for adequate medical care for the aged will become more rather than 
less important. 


We are convinced that the objective of making adequate medical care reasonably 
available to our aged population should, so far as possible, be achieved through 
reliance upon and encouragement of individual and organized voluntary action. 

The procedure proposed in this bill 1s organized voluntary action 
and thus meets the recommendation of Secretary Flemming. 

Voluntary health insurance programs which cover employees 
already retired have been established by a number of large private 
employers including Eastman Kodak Co., Goodyear Tire Co., ess. 
sota Mining Co., and the First National Bank of Oregon. The 
Canadian Government has established a voluntary hospitalization 
program for senior citizens, already retired, and the government of 
the State of New York established a voluntary health program for 
civil service employees already retired. Our Government should 
do likewise. 

By adopting the health insurance program, set forth in S. 2575, the 
Government will be taking an important first step to guide its former 
employees toward the goal which will help them to live active, 
meaningful lives in their later years. Furthermore, by that action, 
it will set a fine example for the States and private industry to follow. 

Approximately 340,000 civil service retirees and 120,000 widows 
will be eligible for coverage under this bill. However, because of 
their small annuities many retirees and surviving widows will be 
unable to afford ‘to pay even the moderate premium specified in the 
bill. About 250,000 of the eligible retirees and widows draw annuities 
of from $30 to $150 per month. Based upon the experience of New 
York State when it put into effect a similar voluntary health insurance 
plan for already retired employees, it is estimated that only 54 per- 
cent of the present retirees will feel that they can afford to elect 
coverage. 
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It is estimated that about two-thirds of the participating retirees 
have spouses and that only one-half of them will be a to purchase 
coverage for their spouses and that only about one-fourth of the 
surviving widows will be able to afford coverage. The cost to the 
annuitants during the first year, if the above suggested amendment is 
adopted, will be approximately $13 million for about 275,000 
participants and the Government share will be an equal amount. In 
future years because of deaths and the remarriage of widows who 
will no longer be eligible, the cost will progressively reduce and in 
about 12 years it will decrease to a nominal amount. The first year 
cost divided over the number of persons in the United States will be 
about 7 cents per person. If a taxpayer has five in his family the 
share for the family will be 35 cents. We doubt that any taxpayer 
will object to paying this share of the Government expense for pro- 
— insurance for the aged retirees and widows covered by 
the bill. 

Important provisions of this bill, S. 2575, which we consider make 
it worthy of favorable action by your committee, are: 

1. It would establish a voluntary health program to aid as many 
Federal annuitants as possible, with their dependents and survivors, 
and would provide benefits which they cannot obtain for themselves 
at comparable cost. 

2. It would provide annuitants freedom to select the kind of plan 
which they deem most suitable for their needs. (We believe, and this 
is extremely important, that it would permit inclusion of the hospital- 
surgical plan developed by our association, which now covers more 
than 39,000 retirees and over 13,000 spouses.) 

3. It recognizes the problem of low-income annuitants and would 
aid them in securing substantial health benefits. 

4. It provides for equal sharing of costs by annuitants and by the 
Federal Government. 

5. It avoids the risk of termination of benefits because of health 
status or because of age. 

6. It provides reasonable limitations on costs, even for the first 
year. (Costs will drop sharply each year, perhaps as much as 10 
percent per year.) 

7. Economies are provided for the Government as well as for 
annuitants by competition between carriers. 

8. The proposed voluntary health program tends to avoid settin 
in motion any forces that would inflate costs of hospital and medica 
care for the total population. 

We thank the chairman and members of this committee for the 
privilege of appearing at this hearing. We respectfully urge prompt 
and favorable committee action. 

If the committee has questions or desires any further information 
we will endeavor to furnish it promptly. 

Thank you. 

Senator NEUBERGER. Just one question I would like to ask, Mr. 
Wilson. ‘On page 5 of your prepared statement you figure 340,000 
retirees, and 120,000 widows will be eligible for coverage. The ad- 
ministration witnesses used 260,000 as the figure. Is the difference 
accounted for by the fact that you compute that only a proportion 
of these will make available to themselves the program which is 
enacted; is that the situation? 
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Mr. Witson. That isit. There will be approximately 340,000 that 
will be eligible, and we figure that 54 percent of them will participate, 
That would be 183,000, and we figure that one-third of them will have 
spouses which will bring it up to 61,000, which will make a total of 
244,800 participants, plus the widows who will be expected to par. 
ticipate, and there are about 30,000 of them that will be able to afford 
to do so, so it will mean a total of 274,800 participants, according to 
our estimate. 

Senator Neurercer. Thank you very much. I appreciate your 
being here. 

Mr. Paschal, do you have any questions of Mr. Wilson and his 
associates? 

Mr. Pascuau. Just one, Mr. Wilson. I am a little concerned 
with your statement on the first amendment. Do I understand it is 
your feeling that under the bill, as it has been written, the NARCE 
would not qualify as it is written at the present time? 

Mr. Witson. I am not absolutely sure it will not qualify, but in 
order to make it clear that it may qualify, we suggest that proposed 
amendment. 

Senator Neurercer. Isn’t it true, Mr. Wilson, that this program 
which is before us today has been very considerably scaled down from 
the original program which you rorganization recommended and 
supported? 

Mr. Witson. It has been scaled down to an extremely high degree. 
At first there was an estimate, I believe, that this would cost overall 
around $90 million. The overall cost today, according to the Civil 
Service, is going to be around $30 million, and that is scaling it down 
not a little but a great big tremendous scaledown. 

Senator Neurercer. There is no doubt about that. 

Mr. Wuson. Yes, sir. 

Senator NeurerGcer. We certainly appreciate your being here, 
because we know of the very direct and further interest of your 
organization of the National Association of Retired Civil Service 
Employees in this bill, and we appreciate your endorsement of S. 2575. 
Thank you so much. 

Mr. Witson. Thank you. 

Senator Neuspercer. Our next witness will be Mr. Jerome J. 
Keating, vice president of the National Association of Letter Carriers. 


STATEMENT OF JEROME J. KEATING, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS 


Mr. Keatine. Mr. Chairman, my name is Jerome J. Keating. | 
am vice president of the National Association of Letter Carriers. 

On behalf of the 117,000 members of the National Association of 
Letter Carriers, I want to thank Senator Neuberger, Senator Johnston, 
Senator Carlson, and all the Senators who joined in introducing 5. 
2575. This is sorely needed legislation. 

A great many of them are retired letter carriers. 

We are very grateful to you, Mr. Chairman, and Senator Olin 
Johnston, Senator Carlson, and all of the Senators who introduced 
this bill. We think it is very timely and very necessary. 

This is an area where legislation providing hospital benefits is greatly 
needed. In testifying on behalf of legislation for active Federal em- 
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ployees, we pointed out the necessity for providing protection for 
those already retired. In testifying before the House Ways and Means 
Committee recently, Arthur S. Flemming, Secretary of Health, Edu- 
cation, and Welfare, stated that in 1959, 40 percent of all people who 
who had passed the age of 65 had some form of hospitalization ben- 
efits or insurance protection. The Senate Subcommittee on Problems 
of the Aged and Aging estimated that there are 16 million people over 
65 in America today. 

Taking a composite of these two authoritative statements, we come 
to the conclusion that there are 9.6 million over 65 years of age who 
have no protection for hospital or medical care. This is most dis- 
turbing because these people require more hospital, medical, and 
nursing care than younger people do. 

Even the 40 percent who have coverage in the majority of cases do 
not have adequate protection. According to a study made by 
Health Information Foundation of New York in 1957, 70.5 percent 
of those over 65 years of age who had health coverage paid less than 
$6 per month for such coverage. The dollar of our older citizens 
buys much less health protection than does the dollar of the younger 
citizens—this fact alone is clear evidence that the protection held by 
those over 65 fell far short in providing adequate coverage for their 
health needs. 

The U.S. National Health Service reported that the average an- 
nual admission into the general hospitals for persons aged 65 and 
over was 114 per 1,000 population. This is 20 percent higher than 
that of the total population. Older people have greater need for 
doctors. 

Persons aged 65 and over had a rate of 7.6 annual out-of-hospital 
contacts with doctors in 1957, as compared to 5.3 for the entire 
population. Older people, too, have greater need for nursing care. 

A study made by the New York State Insurance Department in 
1958 showed that the average days of confinement for males per per- 
son per year under a 120-day benefit insurance contract at 25 years 
of age was 0.53 day; at 55, 1.5 days; at 65, 2.43 days; at 75, 3.66 days; 
and at 85, it was 6.27 days. 

Study after study has established the fact that the aged must con- 
sume their meager earnings, depend upon relatives and friends and on 
charity to meet their health needs. There are thousands of aged folks 
who simply do not secure the hospital and medical care they should 
because they do not have the money to pay for such care. Frequently 
in the press, on television and on radio, you hear the statement made 
that there are more people in mental hospitals than in all other hospi- 
tals combined. Unfortunately, a great many people in mental hospi- 
tals are aged people who have no other place to go. Some are there 
because of mental anxiety brought on by insecurity; some are merely 
victims of hardening of the arteries that result in complete loss of 
memory. 

Thousands more are in nursing homes. Many of these homes are 
of dubious quality. One of the witnesses before the committee was 
quoted in the report of the Senate Subcommittee on Problems of 
the Aged and Aging as making the following observation: 

* * * Charles Dickens, if he were alive today, would have a field day describing 


the living conditions, the isolation and the locations of many nursing homes for 
the aged in America. 


45826—59——-4 
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The retirees of the Federal Government live on small incomes, and 
the older ones who have the more costly health bills have the smaller 
incomes. The average annuity as of June 30, 1958, was $153 per 
month, and the average annuity for survivors was $81 per month. 
The median annuity on June 30, 1959, was $145. 

Obviously, many retirees will be unable, under the provisions of 
this bill, to afford health benefits that would cost the maximum per- 
mitted under this bill, or $9.20 a month. The amount of money 
available when applied to benefits for the 311,992 annuitants and 
112,000 survivors will purchase less than the same amount would for 
active employees. To furnish these people with adequate health 
benefits would require a better contribution on the part of the Govern- 
ment than the 50-percent allocation provided for in this bill. 

This bill is a clear recognition of the necessity for taking steps for 
helping the aged. We are happy that many private firms and others 
have realized that in the field of health those of advanced age are 
entitled to special consideration. 

And there is a growing development in this field. 

The American Medical Association at its recent convention held in 
Minneapolis, Minn., adopted a statement suggesting that physicians 
and surgeons agree to accept a level of compensation for medical 
services to the aged that would permit development of hospital insur- 
ance or benefits at a reduced premium rate. The Medical Society of 
California has already taken steps to hold down the medical bills of 
those who have passed the age of 65. 

Many firms have realized the necessity for providing hospital cover- 
age and health benefits for retirees are the General Electric Co.—which 
has had a plan in operation for 10 years; Sears, Roebuck & Co., which 
has had a plan operating for 8 years. Since March 1957, the Schlitz, 
Miller, and Pabst Brewing companies in Milwaukee have been paying 
50 percent of the charges for their retired employees. The Inter- 
national Harvester Co., the Thompson Products Co. of Cleveland, 
and the Argonne National Laboratory in Illinois are merely a few of 
the many that have provided hospital coverage for retirees. There 
are hundreds of others that have seen the necessity for protecting 
those of advanced age. 

Blue Cross and Blue Shield have encouraged those who have retired 
to continue their protection and have made it available for them in 
most instances without a raise in rates. The Continental Casualty 
Co. of Chicago recently started a campaign advertising their ‘65 Plus” 
hospitalization plan. Mutual of Omaha has a similar program. 
Certainly we should all be interested in seeing that all of the people 
who come in this age group are covered with proper health benefits, 
and a great step to provide such coverage will be achieved with the 
passage of the legislation now before this committee. 

We heartily recommend its approval by this committee and its 
ultimate passage by Congress. We hope sincerely that a manner or 
ae may be found to enact this legislation before Congress adjourns 
this year. 

I was interested in the testimony of the Bureau of the Budget. 

Certainly the expenditures of the Government will continue to 
grow. We have a population, as the chairman pointed out, of 177 
million. According to the Department of Labor in 1975, we will 





HEALTH BENEFITS PROGRAM FOR RETIRED EMPLOYEES 23 


have 226 million. We will have at that time 25 million people over 
65 years of age, and this problem is one of the most serious social 
roblems before America today, and I think the passage of this legis- 
ation would not only be helpful to the retirees, but I think it would 
bring a lot of sunshine and hope into the lives of the older people of 
America, and we certainly heartily recommend the approval of 
this legislation by this committee, and we hope and sincerely pray 
that some manner will be found to have this legislation enacted into 
jaw so that it will become effective on July 1, 1960. 

Senator NeuBperGer. Thank you very much, Mr. Keating. We 
particularly appreciate your being here, because I have had a good 
many conferences with you and Mr. William C. Doherty, the national 
president of the National Association of Letter Carriers about this 
Association of Retirement. 

The distinguished chairman of the full committee, Senator Johnston 
of South Carolina, is here. He informs me we have two eminent 
visitors with us. I would like to introduce them if I may have the 
privilege. The first is Dr. Hans J. Orth, Minister in the Post Office 
Department of West German Republic. 

We would be very happy if he would stand up so we may recognize 
him. [Applause.] 

I understand that the other visitor—and I have a very particular 
interest in this—is the eminent August Neuburger, Member of the 
Bundestag of Germany. [Ap lomaat 

I think I should tell you that my name is Neuberger, also. I do 
not know whether you speak English. Unfortunately, I do not speak 
German. Where are you in Germany? 

Dr. Orru. He is from Heidelberg. 

Senator Neuperasr. That is not very far, unless my German 
geography is poor, from where my great grandfather came. 

My great grandfather was born in Mannheim. Isn’t that close to 
Heidelberg? 

Dr. OrtH. Yes. 

Senator NeuBerGer. He emigrated from Germany in 1869. 

I do want to say I am particularly honored to know that a member 
of the Bundestag of our friends and allies in Germany who share with 
us so many ideals and common traditions has the same name that I 
have, and I hope that I do not disgrace the nomenclature we both 
bear. 

Thank you so much for being here. 

Thank you, Mr. Chairman. 

Senator Jounston. I was glad to bring them in. 

Senator Neuseraer. I am delighted that you were here. 

Our next witness is Mr. James A. Campbell, president, American 
Federation of Government Employees. 

I want to emphasize to Mr. Campbell and the other witnesses— 
because we do have a long list and limited time—that, if you para- 
phrase your statements, they will appear in full in the hearing record. 
So we will use that as a clue. 

Mr. CampBELu. Mr. Chairman, I will be glad to do that. 

Senator Neusercer. I hate to make such a request, but the Senate 
is already in session and our time is limited. There may be a vote. 
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STATEMENT OF JAMES A. CAMPBELL, PRESIDENT, AMERICAN 
FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Campspe.yu. Mr. Chairman, for the record, I am James A. 
Campbell. I am president of the Federation of Government Em- 
ployees. 

Legislation to provide voluntary health-insurance benefits for }ed- 
eral employees already retired is essential to round out the program 
for active-duty employees and for those who retire after June 30, 
1960. That health-insurance' program is presently receiving the 
consideration of Congress. The proposal has passed the Senate 
and only yesterday received the recielaaiealins approval of the House 
of Representatives. 

It is with the thought that this supplement to the overall program 

is so desirable that the American Federation of Government Employees 
endorses the bill S. 2575, sponsored by the chairman of this subcom- 
mittee of the Senate Committee on Post Office and Civil Service 
and 16 of his colleagues in the Senate. We commend the author 
of the bill, Senator Neuberger, and we are grateful to him and to his 
cosponsors for displaying so active an interest in such a worthy 
cause. 
- The arguments in favor of speedy approval of this bill are obvious 
and this is frequently true of the reasons for legislation which has 
such a commendable objective and offers so many material advantages. 
We are particularly gratified that this bill provides health coverage 
for employees already retired on the same basis as the coverage which 
would be available to active employees or to those who retire after 
the larger program becomes effective. We would not approve any 
program offered to retired employees which did not afford them 
treatment equal to that of the active employees. 

The need for health-insurance benefits is as great for these retired 
employees as it is for those who will be included in S. 2162. The 
retired person has had his income drastically reduced in relation to 
the income he has been accustomed to receive. This in no wise 
deprecates the tremendous benefit of a retirement annuity, but the 
fact is that it does represent lessened purchasing power at a time of 
life when personal ills increase in frequency and also pose in some 
instances an economic problem of disturbing proportions. 

We owe this consiceration to our retired employees—those who 
relinquished their positions before the more recent improvements in 
the retirement law. Thus we believe there is ample justification for 
the bill S. 2575 to pide the sare premiums as those in S. 2162, 
with the same equal matching of payments by the Government and 
the retiree. The free choice of plans which is also present in the bill 
coveling retirees likewise is a most desirable feature. 

When S. 2575 was introduced, its sponsor informed the Senate that 
many large private employers who sponsor health benefit programs 
have includcd in those programs employees who have already retired. 
The Senator namcd several of these firms. Other well-known enter- 
prises can be added to that list. 

The full cost of health insurance benefits for retired employees is 
paid by the Aluminum Co. of America, American Can Co., American 
Seating Co., Armour & Co., Continental Can Co., Inc., and Lever 
Bros. The full cost of such benefits, not only for retired employees 
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but for their dependents as well, is paid by Dow Chemical Co., 
United States Rubber Co., Robert Gair, Inc. (division of Continental 
Can Co.), Kennecott Copper Corp. (Western Mining Divisions), 
Radio Corp. of America, and Sperry Gyroscope Co. The number of 
additional firms that share the cost of health insurance benefits with 
their workers and include retirees in those plans is considerable. 

Employers in private industry have found it to their advantage to 
assist their employees to meet unexpected health contingencies. To 
an increasing extent this type of employee benefit program, which 
has been included in labor-management negotiations, is being ex- 
tended to those employees who have retired. The Bureau of Labor 
Statistics in 1957 published the results of an analysis of 300 health 
and insurance benefit plans which were in effect in late 1955. This 
study indicated that 67 of the hospitalization plans, covering 1,784,000 
workers, included retired employees, and 56 plans extended such 
benefits to the dependents of retired workers. 

The National Industrial Conference Board recently completed a 
study of company medical and health programs. The survey covered 
only company-operated programs, and there were 242 U.S. firms and 
36 Canadian companies included. The statement concerning service 
for retired employees contained in the conference board report of the 
results of this study is significant. It follows: 

Many companies like to maintain not only friendly but also close relations with 
their retired employees. They invite them to company functions; they may even 
permit these employees to use certain company facilities. In line with this 
attitude, some companies extend to retired employees the privilege of using 
the company health service. Two-fifths of the U.S. cooperating companies and 
half the Canadian firms follow this practice. * * * In two-fifths of the U.S. 


firms and a third of the Canadian group * * * the service provided retired 
employees is the same as that offered to active duty employees. 


This type of service is offered the retired employee epart from any 
arrangement the company may have in the way of a hospitalization 
plan. It shows clearly the extent to which private business goes in 
providing for the welfare of the worker who has served it satisfactorily. 

The urgency of this legislation is virtually self-evident. The 
Federal Government is the largest single employer, and about 2 
million employees would be subject to the terms of the legislation 
proposed for the benefit of persons in active service who will be 
eligible for retirement after June 30, 1960. 

As that legislation is presently formulated, the health insurance 
benefits which it provides are to be available to active-duty employees 
and to those employees after their retirement, provided separation 
for that purpose does not take place prior to July 1, 1960. 

At present there are 260,000 former Federal employees on the 
retirement roll who would benefit from S. 2575. They are a group 
to whom the Government owes genuine consideration. It certainly 
would not be fitting for the Government to deny reasonably adequate 
provision for health insurance to its active workers and to those who 
are yet to retire. For similar reasons, there can be no justification for 
denying that same protection to those who have completed their 
service in which many of them have acquired a disability directly 
traceable to that service. 

This statement is supported by reliable statistical evidence. Of the 
63,623 Federal employees who were retired for a disability in the 
period 1948 to 1956, inclusive, 46 percent were retired for cardio- 
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vascular diseases. It is not an exaggeration to say that the startingly 
a proportion of disability retirements for reasons of heart disease 
definitely reflects the stress and tensions of employment. 

Retired persons as a group need every assistance to make it possible 
for them to live in at least a minimum degree of comfort, and of course 
no one in this day and age would advocate less than that standard. 
The incidence of illness becomes greater in later life. Under condi- 
tions of modern living, this increasing likelihood of illness, which for 
many persons may be severe and prolonged, has its economic impact 
at a time of life when the individual may be ill prepared. Thus to 
advocate Government assistance in the form of hospitalization insur- 
ance is only to recommend humane treatment which is no less than 
anyone would hope to have available to those in his own family, 
From the standpoint of need, there is little necessity to prove that 
men and women in their later years are likely in many instances to 
require additional medical care as compared to their earlier life. 

The employee annuitants on the Federal retirement roll include 
many who are in this category. The average age in recent years has 
been about 65 years. There are many on the roll who are well past 
that age. In fact, of the 207,529 employee annuitants on the roll at 
the end of the fiscal year 1957, who had retired on account of age and 
voluntary and involuntary separation, there were nearly 19,000, or 
9 percent, who were 80 years or more. 

The need for the assistance which hospitalization insurance would 
provide for those employees already on the retirement roll is unques- 
tioned. Because of liberalization of the retirement law, retirement 
annuities have been increasing in amount in recent years, but many 
of those now in retirement left the service before the 1956 revision of 
the law, and some went out prior to preceding improvements. They 
are receiving retirement income which provides no cushion against 
the unusual demands for medical care which is likely to come as they 
advance in age. The trend in annuities even during the last few 
years indicates the need for assisting those already on the roll. Some 
figures will illustrate the extent of the need. 

In the fiscal year 1949, the average monthly annuity of employee 
annuitants was $90 a month. There were 53 percent receiving less 
than $100 a month, and 98 percent less than $200 a month. By 
1958, despite material improvement in the retirement law and despite 
the depreciated purchasing value of the dollar, 34 percent of the em- 
ployee annuitants on the roll were receiving less than $100 a month, 
and the annuities of 72 percent were under $200 a month. These 
figures plainly show that a large proportion of the annuitants are in 
no position to pay out even moderate sums for health insurance 
premiums. 

There is of course a disturbing likelihood that those who are trying 
to subsist on the average annuity or less will attempt to get by without 
providing for necessary medical care. The retirement system was 
established to prevent # employees who had made Government 
service a career from becoming public wards. Because of changing 
economic conditions in recent years, that possibility is far from remote 
for many of them unless they are given the assistance that the bill 
before this committee will provide. 

It should be borne in mind that the retirement roll is constantly 
undergoing change. Annuitants are being added each year, but many 
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annuitants are removed from the roll for any one of several reasons, 
death b2ing the factor accounting for the greater number of removals. 
In fiscal year 1956 there were 12,950 annuitants dropped from the roll. 
Of this number 12,373 died during the year. Of the 14,290 persons 
dropped from the roll in fiscal year 1957, 13,440 died. 

An important consideration with respect to the employee annui- 
tants on the civil service retirement roll is that this group largely 
represents a career group. The average age during the last 10 years 
has consistently been 68 years, and average length of service 24 years. 
This means that many employees have served the Government 30 
or 40 years. The number having relatively short service do not 
reach the retirement roll, for it requires a minimum of 5 years of 
Federal service to qualify for coverage. Unfortunately for the Gov- 
ernment, a costly turnover is still occurring, and involves service of 
less than 5 years. 

There are other reasons which might be offered in support of our 
advocacy of early approval of this bill to provide health insurance 
benefits for retired Federal employees. One sound reason is that to 
which the sponsor of the bill directed attention when he introduced 
the measure in the Senate. The provision which a large group of 
these retirees have already made for hospitalization benefits at their 
own expense will no longer be available, if the insurance program for 
active-duty employees is established to the exclusion of persons now 
retired even if those who support it wish it to be continued. The 
general program will cover future retirees, and as the number of those 
already retired dwindles, only the high-risk individuals will remain. 
They can scarcely expect their insurance coverage to be continued 
under such conditions by a commercial insurance company. 

There are already precedents for the Federal Government making 
special provisions for the medical care of persons who have retired 
after Federal service and for persons having physical disabilities. 
Both officer and certain enlisted personnel of the military service are 
eligible for medical and hospital care after retirement. The 1956 
amendments to the Social Security Act provided old age and survivors 
insurance benefits for workers who are totally and permanently dis- 
abled for substantial gainful work of any kind. They receive the same 
benefits at age 50 to which they would have been entitled at age 65, 
subject to a minimum of $30 a month and a maximum of $108.50 a 
month. This latter instance of beneficiaries of Federal legislation 
receiving aid because of disability is a further indication of a trend 
toward assisting those who have little or no income to care for their 
physical limitations or bodily ills. 

There are therefore many cogent reasons why the bill S. 2575 should 
be reported favorably and enacted at an early date. The need for the 
protection it will provide for the group of Federal employees already 
retired has been demonstrated. They need this protection at a lesser 
cost than they themselves can provide, and the Government can 
benefit’ftom this added means of attracting greater numbers of quali- 
fied persons to make Federal service a career. 

Thank you, Mr. Chairman and members of the subcommittee for 
receiving our comment. 

Senator Neusercer. Thank you, Mr. Campbell. 

I want to say this, Mr. Campbell, the American Federation of 
Government employees has shown an interest in this legislation from 
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the very beginning, because your organization feels the responsibility 
not only to those who are active present employees of the Federal 
Government, but those who served the Federal Government. in the 
past and have retired and face these great problems of medical costs 
and the protection of health. I want to thank you for all that the 
American Federation of Government employees in general and yourself 
particularly have done to help us bring S. 2575 to the advanced 
stage, at least what we hope is the advanced stage it is obtaining 
today. 

Mr. Campsety. Mr. Chairman, we believe this is one of the most 
pressing social problems we face, and this is a start in the direction of 
solving it. 

Thank you very much for the opportunity to be here. 

Senator Nrevsercer. Thank you so much for being here, Mr. 
Campbell. We are very grateful to you. 

The next witness is Mr. Paul A. Nagle, president of the National 
Postal Transport Association. 


STATEMENT OF PAUL A. NAGLE, PRESIDENT, NATIONAL POSTAL 
TRANSPORT ASSOCIATION 


Mr. Nacue. Mr. Chairman, copies of my statement have been 
submitted to the committee, and deferring to your request, I will 
simply paraphrase my remarks briefly, if I may. 

I want very pointedly to extend commendations of the National 
Postal Transport Association and its substantial portion of retired 
members to you, as chairman of the subcommittee, for conducting 


these hearings, sponsoring the bill, and working so determinably to- 
ward approval of this legislation. 

It is gratifying that seven of the nine members of the full committee 
have affixed their names to your bill, S. 2575, and three of the five 
members of the subcommittee have affixed their names to that bill. 
I think the fact that the Senate and the House have already approved 
S. 2612, with its provision for coverage of retirees in the future, indi- 
cates the Congress has already declared itself in support of the 
general concept of S. 2575, and this is one more reason why the bill 
should be approved speedily. 

Yesterday, when the bill came on the floor of the House of Repre- 
sentatives, the gentleman from Pennsylvania, the Honorable Robert 
Corbett, said that since—in the 5 years since this type of legislation 
has been spoken about in the Congress of the United States, there 
have been numberless thousands of Federal employees who have 
suffered because of the lack of availability of this type of program. 
Now, if you project that thinking into the specific area of those cur- 
rently retired, and if we do not follow closely upon the heels of S. 2162, 
then the hardship which the people have suffered for the last 5 years 
will be projected into the limitless future. 

I think under these terms it is very difficult to appraise the value in 
dollars, and surely the $15 million or $20 million, which is estimated 
by the Bureau of the Budget that this bill would cost, is trifling by 
comparison with the social purpose it would serve. 

I echo the sentiments of those people who preceded me on this stand 
to hope and to express the wish that before this Congress adjourns, 
even though we respect: your need to carry on the work of the recess, 
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that it. will be possible to bring-this-bill to a substantial,degree of 
progress, and I hope and pray that certainly by July 1, 1960, the 
effective date of the bill, the machinery will be set up and the work 
will be accomplished. 


Thank you very much, indeed, for the privilege of appearing before 
you. 


Senator Neuvsercer. Thank you, Mr. Nagle. Your prepared 
statement will appear in the hearing record in full. 

We appreciate the cooperation of yourself and your organization, 
the National Postal Transport Association, in supporting this bill and 
helping us to.bring it before the committee, and, we hope, before the 
Senate. 

Mr. Naate. Thank you, sir. 


(The prepared statement of Mr. Nagle is as follows:) 


SraTEMENT OF PauL A. Nace, PRresipent NationaL PostaL TRANSPCRT 
ASSOCIATION 


It is a pleasure to appear before you this morning in support of S. 2575, a bill 
with the laudable purpose of insuring that hospitalization protection is made 
available to civil service annuitants. 

Mr. Chairman, we salute you for having introduced S. 2575 and we are gratified 
that Chairman Olin D. Johnston of the full committee has joined you and 22 other 
Senators in sponsoring this bill. It is a wonderfully hopeful sign that seven of the 
nine members of the full Senate Committee on Post Office and Civil Service are 
sponsors of the bill and that three of the five members of this very subcommittee 
are included among the bill’s sponsors. 

This act signifies the very real awareness which you, Mr. Chairman, and mem- 
bers of your committee have displayed in regard to the economic and physical 
plight of our senior citizens. 

In the National Postal Transport Association we have a very loyal core of 
members who have retired from the postal service. These people stand beside 
their brothers inactive service and share the problems of active employees. Our 
retired members attend meetings religiously. They are unfailing in providing 
moral and financial support to the objectives of their younger associates in the 
National Postal Transport Association. 

The enactment of S. 2575 is urgently necessary in order that these retired people 
who have Feen associated with their younger colleagues in hospitalization cover- 
age may not find themselves suddenly isolated and left alone to hold an econom- 
ically impossible health fortress. Unless the same health package, the same 
inducer-ents, the same coverage is made available to retirees as is extended to 
active employees, it is inevitable that in countless cases active employees will 
withdraw from groups now including Foth active and retired civil servants with 
the end result that the retiree will Fe isolated and alone. 

We have t een emphasizing the fraternal aspect of the health pro‘lem of retirees. 
From a standpoint of simple social justice, from a perspective of ecuity, and on 
the basis of simple economic needs, it is essential that health insurance for retirees 
on a federally sponsored basis should be considered to ke a part of the annuity 
package which is available to civil service annuitants. 

My mother died early this year at the age of 79. Had the company sponsored 
plan in which my father participated during his active life not teen made avail- 
alle to him following his retirement, and to my mother following the death of 
my father, there can be little question that mother’s days on earth would have 
terminated earlier and under even more tragic circumstances. 

§. 2162, reported on Jul ~ 2, 1959, and now well on its way to the President’s 
desk, extends health-hcs»italization coverage to employees who retire following 
the effective date of the act. Accordingly, this committee has already declared 
itself in favor of the concept of health protection for Federal civil service 
annuitants. 

Witness after witness came to the stand during the hearings on S. 94 to declare 
that the Federal Government has an obligation greater than that of private em- 
ployers in the fiel! of insuring protection to both active employees and retirees. 
The leacers in private medical groups and in responsible positions within Govern- 
i have declared that coverage for retirees dare not be withheld simply on cost 
alone. 
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The National Postal Transport Association is of the opinion that this protection 
should, in fact, not any longer be withheld on any basis. We urge most respect- 
fully that this subcommittee follow through for current annuitants the precedent 
to be established toward future annuitants. Economic, social, and fraternal 
nneds combine to make mandatory the enactment of S. 2575. 

Mr. Chairman, we applaud you and your distinguished committee for the 
humaneness of your present venture and we offer to you our extreme gratitude 
for being allowed to present our views. 

Senator Nrevusercer. Our next witness is Mr. E. C. Hallbeck, 
legislative director of National Federation of Post Office Clerks. 

We are glad to see you. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE DIRECTOR, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hauxpecx. Mr. Chairman and members of the subcommitice; 
I want to take advantage of your suggestion and submit a statement 
for the record, and I would like to paraphrase it very briefly. 

Unlike some other employee organizations, ours is an organization 
limited for all practical purposes to active employees. Nevertheless, 
we realize that we owe a measure of support to those former members 
of the organization who have since retired, and we therefore very 
heartily endorse this legislation. 

I think that every argument that has been advanced for a bill to 
benefit active employees is equally valid when applied to those now 
on the retirement rolls. I believe that the enactment of this legisla- 
tion will go a long way toward curing what has to be an obvious 
injustice, and we only hope that the legislation can be enacted in 
time to make it effective as of July 1 of next year, when we hope, 
and I think there is pretty good ground for that hope now, that the 
legislation for active employees will become effective. 

In that connection, Mr. Chairman, I want to take this opportunity 
to thank you personally, the members of this subcommittee, the staffs 
of the subcommittee of the House and the Senate, both, for the very 
excellent work they have done in bringing this legislation to the floor. 

Senator Neusercer. Thank you very much, Mr. Hallbeck, and of 
course, we would not have achieved such success as we have with the 
active employees’ health insurance were it not for the fine cooperation 
we have h from your organization and many others who repre- 
sented our active Federal employees, as well as the retired Federal 
employees. 

Your statement will appear in full in the hearing record. 

(The statement of Mr. Hallbeck is as follows:) 


Statement or FE. C. HatuBeck, LecistativE Drreoror, NATIONAL FEDERATION 
or Post OFrricE CLERKS 


Mr. Chairman and members of the subcommittee, in order to identify myself 
for the record, I am E. C. Hallbeck, legislative director of the National Federation 
of Post Office Clerks with offices at 817 14th Street NW., Washington, D.C. 
I am appearing this morning in support of the bill S. 2575. 

With the expected early enactment of the bill S. 2162 to provide a health 
benefits program for Federal employees, it seems to me that it is incumbent upon 
the Congress to enact further legislation providing similar benefits for former 
employees now on the civil service retirement rolls. 

No one seriously disputes the need for such legislation. Every reason that has 
been advanced for the enactment of legislation covering active employees 1s 
equally valid in the case of former employees now on the retirement rolls. In 
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fact, it seems to me that there may be an even greater obligation—so far as the 
Federal Government is concerned—to make some contribution toward a health 
benefits program for yetired employees because many of those employees during 
the course of their active service were paid at a rete that did not make it possible 
for them to purchase the kind of protection that they are so sorely in need of at 
nis time. 
: To my mind, the enactment of the legislation now before this subcommittee 
would be at best a delayed benefit that annuitants earned in the course of their 
employment. Those who will benefit by this legislation are for the most part 
jn an age group that makes it virtually impossible to purchase this sort of pro- 
tection from their own funds. Their annuities in most cases do little more than 
keep body and soul together and the cost of individual protection is beyond their 
reach. Because of the benefits of a group rate, and with the Government sharing 
half the cost, they will be able as the result of the enactment of the bill S. 2575 to 
secure a reasonably adequate coverage at a cost which they probably can afford 

) pay. 

° The rate of hospitalization and illness is far greater among those past 65 years 
of age. In all too many instances illness for these people results either in a lack 
of adequate medical care, or, as is too often the case, they become a charge 
against the public welfare. Certainly the Federal Government has a moral and 
a social responsibility for action in this field. 

I think it is evident that the trend in industry is to extend this form of pro- 
tection to former employecs. Virtually all hospitalization and health programs 
in private industry now provide for a continuation of benefits after retirement 
or pension and this, of course, is also true with respect to the pending legislation 
for active employees that will become effective next July. However, many 
private employers have extended the benefits to retirees and there is certainly 
ample justification for similar action on the part of the Federal Government. 

I hope that this subcommittee will speedily approve the measure before you in 
order that the Committee on Post Office and Civil Service can report the bill at 
this session of Congress, so that it can become effective at the same time the 
legislation for active employees becomes effective in July of next year. 

Thank you. 


Senator NeuBERGER. The next witness is Thomas G. Walters, 
operations director, Government Employes’ Council, AFL-CIO. 

Mr. Watters. Thank you, Mr. Chairman. 

Senator Nevpereer. Thank you, Mr. Walters, for being here. 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYES’ COUNCIL, AFL-CIO 


Mr. Watters. With your permission, I should like to file a short 
statement and briefly state that from the inception of this medical 
and hospital plan it has been the desire and the wish of the member 
unions of the Government Employes’ Council that both active and 
retired people be covered. 

You will recall the first conferences that were held between yourself 
and members of the council, that we very strongly emphasized the 
great need for the coverage of both active and retired people. There- 
fore, we are extremely happy that these hearings are being held, and 
assure you that the 24 members of the Government Employes’ 
Council will do all we can to aid and assist in expediting this legislation. 

I would like to associate myself with the statements made by the 
previous witnesses on this legislation, with the exception, of course, 
of the Civil Service Commissioners and the Bureau of the Budget. 

We feel that this legislation would perhaps serve the needs of 
people less able to take care of themselves than any type of legislation 
that has been before this or any other committee in a long, long time. 
We trust that even during this last days of this session that the House 
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.and Senate will approve the intent of the legislation that is before 
this committee this morning. 

Thank you very kindly, and we certainly assure you that we ap- 
preciate your interest in this field and the interest of the members of 
your colleagues and the staff of this committee. 

Senator NeusperGcer. Thank you so much, Mr. Walters. 

Your statement will appear in full in the hearing record. 

We are very pleased to have the endorsement of S. 2575 by the 
Government Employes’ Council. 

Mr. Watters. Thank you. 

‘(The statement of Mr. Walters is as follows:) 


STaTEMENT OF THoMAsS G. WALTERS, OPERATIONS DrIREcTOR, GOVERNMENT 
EmpLoyeEs’ CoUNCIL 


Mr. Chairman and members of the subcommittee, my name is Thomas G, 
Walters, operations director of the Government Employes’ Council. In the 
council we have 24 member unions whose membership, in whole or in part, are 
Federal and postal employees, with headquarters at 100 Indiana Avenue NW., 
Washington, D.C., telephone Executive 3—2820. 

Mr. Chairman and members of the subcommittee, we greatly appreciate the 
introduction of 8. 2575 and express our thanks and appreciation to the Senators 
who cosponsored this legislation—Senators Neuberger, Johnston, Carlson, Mon- 
roney, Yarborough, Langer, Clark, Smathers, Javits, Magnuson, Pastore, Moss, 
Keating, Jackson, Kefauver, Randolph, Gruening, Humphrey, Beall, Capehart, 
Butler, Hartke, and Martin. 

For approximately 10 years the Government Employes’ Council have placed 
high on their agenda each year, legislation to provide hospital and medical care 
for all employees and their dependents, and all retired employees and their de- 
pendants, of the Federal and Postal Service. 

Five years ago the Government Employes’ Council appointed a special sub- 
committee to study the hospital and medical question from all angles and this 
committee has devoted much time and effort to legislation that would provide 
hospital and, medical eare to all employees and to all retired employees. We are 
happy that during the 1st session of the 86th Congress, success appears to be in 
the offing. 

We extend to you, Mr. Chairman, and to Senator Johnston, chairman of the 
Senate Post Office and Civil Service Committee, and to all members of the com- 
mittee, our thanks and appreciation for hearings being scheduled on this merito- 
rious legislation to partially provide medical and hospital benefits for our retired 
people and their dependents. 

We are delighted to have the opportunity and privilege of placing the stamp of 
approval of the Government Employes’ Council on the intent of 8. 2575 and trust 
that during these, the closing days of the 86th Congress, this legislation will 
be approved. 

Thanks for the privilege of appearing before this committee and endorsing this 
much-needed legislation, 


Senator Neusercer. The next witness is Mr. Vaux Owen, presi- 
dent, National Federation of Federal Employees. 


STATEMENT OF VAUX OWEN, PRESIDENT, NATIONAL FEDERA- 
TION OF FEDERAL EMPLOYEES 


Mr. Owen. Mr. Chairman, in deference to the desires of the com- 
mittee, and the witnesses who are yet to appear, I should like to 
simply file my statement and let it be made a part of the record as 
the chairman has suggested. 

I would like to make this brief comment, Mr. Chairman, regarding 
the position taken by the administration as expressed by the Chairman 
of the Civil Service Commission and Mr. Staats of the Bureau of 
the Budget. 
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We are disappointed, as the chairman is, that the administration 
takes this position, I would like to point out this fact I am sure the 
committee is going to take into consideration, and that is, that these 
retirees went into retirement on a fixed number of dollars. The value 
of those dollars has decreased as the cost of living has gone up, and 
what they thought they would have in the way of retirement benefits 
is diminishIng in their hands, and for that reason it seems to me 
there is some obligation on the part of the Government to make good 
the full amount of the contract that would be represented by a stable 
dollar. 

I know that the members of the committee, the Members of the 
Congress, as well as administration, are interested in this problem of 
the budget, and the expenses of the Government. I would point 
out in connection with that that the value of the dollar also reduces 
the budget in the sense that you are paying off the national debt in 
dollars that are far less in value than many of the dollars by which 
that debt was incurred. 

If we are going to have some reduction in expenditures, Mr. Chair- 
man, it would seem to me that it would be a poor policy generally to 
begin it with the older people who have rendered faithful service to 
the Government and who now are in retirement and in whose hands 
the dollars that they expected to be worth 100 cents on the dollar 
are decreasing in value. 

Thank you, Mr. Chairman, for this opportunity to appear. 

I have stated in my formal statement our great appreciation to 
you, Mr. Chairman, to the chairman of the full committee, and to 


the members of the committee, our great appreciation of your action 
in getting this bill introduced and having hearings on it. I simply 
want to reiterate that ae now. 


Senator Nevpercer. Thank you very much, Mr. Owen. Of 
course, we are correspondingly grateful for the interest and support 
of you and the National Federation of Federal Employees. 

Mr. Owen. Thank you. 


(The statement of Mr. Owen is as follows:) 


STATEMENT OF VAUX OWEN, PRESIDENT, NATIONAL FEDERATION OF FEDERAL 
EMPLOYEES 


Mr. Chairman and members of the committee, my name is Vaux Owen. I am 
president of the National Federation of Federal Employees. The NFFE is an 
independent organization with members in all departments and agencies through- 
out this country and overseas, and in all grades from the lowest to the highest. 

Many continue their membership in the National Federation of Federal Em- 
ployees when they retire from the Federal service. Thus, our membership 
includes retired as well as active Federal employees. 

I wish to express to the committee our wholehearted approval of the measure 
now under consideration, 8. 2575. 

The highly commendable purpose of this bill is to provide health benefits 
coverage for retired Federal employees to correspond as nearly as practicable to 
the benefits for active employees and future retirees who are covered under S. 
2162. The latter bill has passed the Senate by a vote of 81 to 4 and as amended 
it has received a unanimous favorable report from the Post Office and Civil Service 
Committee of the House of Representatives. 

The strong bipartisan support which has been accorded to S. 2162 both in the 
Senate and in the House is indicated also in behalf of S. 2575, which is spon- 
sored by 17 Senators representing both parties. 

This kind of support is significant, since it emphasizes the wide recognition of 
the need for the legislation. The N FFE also has been gratified to note that the 
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objectives of S. 2575 are regarded as essential by so many and such various organi- 
zations and authorities. 

Mr. Chairman, it would be difficult to overemphasize the urgency of the need 
for this legislation. 

The incomes and resources of retired Federal employees for the most part are 
limited and increasingly inadequate to meet the burdens of constantly rising costs 
of all kinds. There is no group of persons in this country in greater need of the 
kind of health protection provided under 8. 2575 than these former devoted em- 
ployees of the Federal Government. 

Many progressive business and industrial firms have sponsored plans which give 
such protection to their retired employees. The State of New York also has put 
such a plan into effect. In enacting 8. 2575, the Congress would be taking a 
forward step but not an unprecedented one by any means. 

The National Federation of Federal Employees, which has persistently and 
consistently urged the enactment of a voluntary health coverage plan for active 
Federal employees, has been no less strongly convinced that retired employees 
should be given an equal opportunity to participate in a similar program. We 
agreed, however, with the view expressed by the sponsors of that legislation in the 
Senate that the soundest procedure would be to provide for the retired employees 
in a separate bill. 

That has been done by means of S. 2575, and at this time we wish to express to 
the chairman of the committee, Senator Johnston, to Senator Neuberger, and to 
the other sponsors of the legislation our appreciation both for their deep interest in 
this problem and for the promptness with which this legislation has been intro- 
duced following upon the action on S. 2162. 

Mr. Chairman, we believe that in its main provisions and certainly in its overall 
objective §. 2575, like S. 2162, is a good bill. As in the case of S. 2162, we are 
convinced that the prime need now is to get a program started. We hope that 
action on the legislation will not be delayed by differences of opinion on questions 
and issues which, while important, are not fundamental. 

For example, we believe that a strong case can be made for a two-thirds pay- 
ment of the cost by the Government instead of the 50-50 formula proposed in 
the legislation. That was true in the case of S. 2162; it is certainly true in the 
case of 8. 2575. 

But we are fully cognizant of the practical considerations involved; namely, 
that the 50-50 formula represents one which, in the considered judgment of the 
sympathetic sponsors of this legislation, probably can be approved. The ad- 
ministration, as has been repeatedly stated, has favored a payment of two- 
thirds by the employees and one-third by the Government. The 50-50 formula is 
midway hetween the two points of view. 

The NFFE’s position is that action in this area already has been too long 
delayed. The time has come to remove the roadblocks and move forward. That 
has heen done effectively in this bill as it has been done in 8. 2162. 

On every count, Mr. Chairman, 8. 2575 is deserving of support and favorable 
action, so that our retired employees may face the future with some reasonable 
assurance that long periods of illness will not leave them destitute and so that 
they may, by their own contributions, help to defray the costs of illnesses which 
inevitably will strike in the months and years ahead. 

In connection with this matter of cost, it has been pointed out, and properly so, 
that the estimated first year’s cost to the Federal Government of $20 million 
would be reduced over the years as the number of presently retired employees 
declines. But surely even if the cost were to be maintained at $20 million annu- 
ally, that would be a modest price indeed to pay for health protection for scores of 
thousands of aging retirees who have behind them long years of loyal service to 
the Federal Government. Actually, this is the soundest and most practical 
approach available to the deeply serious problem of financing the cost of illness, 
and from the standpoint of the Government no less than that of the participant 
in the program. Our country will be the stronger for a plan under which retired 
Federal employees can systematically and voluntarily provide, with reasonable 
Government participation, for the cost of health benefits. 

Mr. Chairman, on behalf of the National Federation of Federal Employees I 
wish again to express our appreciation for the interest which has resulted in the 
drafting and introduction of 8. 2575, and to urge a favorable report on the measure 
so that further and final legislative action may be secured as soon as possible. 


Senator Neusercer. The next witness is Mr. Charles R. Larson, 
president of the National Rural Letter Carriers Association. 
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Mr. Larson, it is nice to see you again. I remember meeting you at 
the Sheraton Park Hotel. I had the privilege of addressing your 
association last month. 

Mr. Larson. Thank you, Mr. Chairman. We were happy to have 
the privilege of your presence at our meeting. 

Senator NeuserGcer. Proceed with your statement, sir. 


STATEMENT OF CHARLES R. LARSON, PRESIDENT, THE NATIONAL 
RURAL LETTER CARRIERS ASSOCIATION 


Mr. Larson. Mr. Chairman, I am Charles R. Larson, president of 
the National Rural Letter Carriers Association representing regular, 
substitute, and retired rural carriers. 

We are pleased to appear before this committee and express our 
wholehearted endorsement of S. 2575 which provides Government 
participation in a health insurance program for retired employees and 
their dependents. The desirability and the evident need for this 
legislation is not open to question. Our annuitants find themselves 
caught in a struggle to meet the ever-increasing costs of the necessities 
of life on a comparatively low income. The cost of medical care is 
rising faster than any other component of the cost-of-living index. 
Comparisons as of July 1959, show an increase of more than 4 percent 
over a year ago; and medical care costs are now more than 50 percent 
higher than they were 10 years ago. 

Those who are retired and currently insured have found themselves 
in most plans, hit with one round of premium increase after another. 
Many plans have increased premium rates 20 percent or 30 percent 
within the past year. These sharp increases have brought multiple 
problems for everyone but they have especially hit out retirees. Con- 
tinuing insurance coverage is also frequently impossible because of 
the cancellation provisions of many policies which result in denial 
of insurance protection following certain illnesses or due to attained 
age. Such persons of the older group cannot solve this difficult 
problem in that they are now considered uninsurable and cannot 
purchase protection against hospital and medical costs. This faithful 
group of former employees deserve treatment comparable to that 
which we trust will soon become law for active employees. 

We know that you, Mr. Chairman, are fully cognizant of both the 
merits and need of the provisions of S. 2575. We wish to take this 
opportunity to commend you, Senator Neuberger, the other members 
of the Senate Post Office and Civil Service Committee and other 
Senators for sponsoring this important and progressive legislation for 
the benefit of our faithful retired employee group and their dependents. 

We trust that the valuable information already on hand by the 
committee and the additional information which may be secured 
through these hearings may result in prompt favorable action on this 
legislation. 

Mr. Chairman, we appreciate the opportunity to appear and express 
our views and we urge the committee to expedite action on this vital 
piece of legislation. 

Senator NeunerGER. We are grateful for the interest and the 
endorsement of S. 2575 by the National Rural Letter Carriers Asso- 
ciation. 

Thank you so much for being here. 
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Mr. Larson. Thank you, sir. 
Senator Neupercer. Our next witness is Mr. Daniel Jaspan, 


legislative representative of the National Association of Postal 
Supervisors. 


STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Jaspan. Mr. Chairman, my name is Daniel Jaspan. I am the 
legislative representative of the National Association of Postal Super- 
visors, with a membership of more than 23,000 and consisting of 
supervisors in the postal field service. 

Our association is deeply grateful to the chairman of the subcom- 
mittee, Senator Neuberger, both for his efforts in behalf of the active 
employees, now apparently headed for a successful conclusion by the 
House action yesterday in passing S. 2162 and for his interest in a 
continually increasing number of faithful employees who have retired 
from active duty after literally devoting the best years of their lives 
to their various agencies in the Federal service. 

Naturally, we were disappointed when we found that certain objec- 
tions to the inclusion of those already retired forced their elimination 
from the original bill, S. 94. We were greatly heartened, however, 
when the promise was made by members of this committee that an 
effort would be made to provide health insurance for these often- 
forgotten people, our senior citizens. 

There is probably no group of people who have suffered more under 
the two-pronged force of trying to live on fixed annuities during a 
prolonged inflationary period and the increased cost of living in 
general combined with the increased cost of medical, hospitalization, 
and surgical services at the time these services are most needed. It 
is no secret that, as we grow older, our health deteriorates and we 
become increasingly dependent on the various phases of medical 
service. It is also well known that the costs of these services have 
constantly increased so that those living on annuities are unable to 
afford necessary attention. 

Our association fully endorses S. 2575. We hope that the members 
of this subcommittee will take immediate and favorable action, and 
that the full committee will do its utmost to have favorable action 
taken by the Congress so that the provisions of the bill will be effective 
at the same time as those in S. 2162. It is also our desire that, when 
arrangements are made with the various insurers and carriers, there 
will be the maximum coverage possible at a minimum cost inasmuch 
as any deductions from the annuity payments will make it more 
difficult for those retired to maintain a decent standard of living. It 
must be remembered that each and every person who has retired has 
already received the equivalent of a salary decrease as of his retire- 
ment date. Any further deductions will make it that much more 
difficult for them to exist. 

Mr. Chairman, we have seen the retired people first receiving prom- 
ises of some action in the original S. 94 and they were left out of that, 
and then the present employees who will retire by July of next year 
were also eliminated from S. 162 by the House action. 

That is one of the reasons we are very grateful you showed such an 
interest and want to see that those daiady retired and those who will 
retire before July of next year have some coverage. 
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So far we have heard a lot of people testify, and practically every- 
body is in favor of the principle, the only listen seems to be the 
dollar cost. 

Apparently, there is no other reason for objecting, and it seems to 
me that one of the things that should be taken into consideration is 
the human value rather than the mere dollar cost. 

I feel certain this committee feels that way about it, that that is 
more importent than how much the bill will cost. 

I hope action will take place soon to have the bill passed by both 
Houses and enacted into law. 

We fully endorse this bill and hope that the cost will be kept to a 
minimum to the employee, that is, to the retired employee, because 
he has already taken a very severe wage cut as of the date of his 
retirement. 

I just-want to thank you, Mr. Chairman, too, for your interest in 
having health 1 gisokgege enacted for the active employees, and 
apparently we will see a successful completion of that program, due 
largely to your efforts and that of the other members of this committee. 

Thank you very much, Mr. Chairman. 

Senator NeuBercer. Thank you, Mr. Jaspan: I just want to say 
this, if we do succeed in passing and then acting health legislation at 
this session for active employees, the next session for retired employees 
I believe will be a milestone in the history of employment in the 
Federal Government. 

Mr. Jaspan. It certainly will, Mr. Chairman. It will bring the 
Federal Government more in line with private industry. 

Senator NruBrerGER. With the more enlightened segments of 
private industry where it should have been long ago. 

Mr. Jaspan. That is correct. 

Senator NeusBerGcer. Thank you, Mr. Jaspan. 

The next witness is Mr. William H. Ryan, president, district 44, 
International Association of Machinists, AFL-CIO. 

Mr. Ryan is not here, but the hearing record will be kept open 
until the end of the week. Today is Wednesday, we will keep it open 
until Friday at 5 o’clock. If there are any associates of Mr. Ryan, I 
would appreciate their informing him we will be glad to receive his 
statement for inclusion in the record. 

Mr. Roy M. North is the next witness. He is legislative repre- 
sentative of the National Association of Postmasters. 


STATEMENT OF ROY M. NORTH, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTMASTERS 


Mr. Nortu. My name is Roy M. North and I am legislative 
representative of the National Association of Postmasters. Our 
membership consists of more than 32,000 postmasters, or over 91 
percent of the total number of postmasters in the Nation. 

It is a pleasure to appear before you today in full support of the 
principles of S. 2575, Federal Annuitants Health Benefits Act of 1959. 
As further evidence of our interest, I have with me the manager of 
our health insurance program, Charles D. Hertzog. 

Also, please permit me to express the intense regret of the president 
of our association, Edward L. Baker, postmaster, Detroit, Mich.; 
Charles E. Puskar, executive secretary-treasurer, postmaster, Im- 
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perial, Pa; and Lewis E. Moore, national legislative chairman, post- 
master, Nashville, Tenn., in not being able to appear before yoy 
today but they asked that I convey to you their fervent hope that ap 
annuitant insurance program will shortly be enacted into law. 

Our association, Mr. Chairman, is most appreciative of your 
awareness of the need for health protection of the more than 300,000 
retirees, including thousands of former postmasters, who have given 
many years of dedicated service to the Government. We also look 
with pride upon our friendship with the other members of your sub- 
committee who have always been helpful in resolving the problems 
of postmasters and other postal personnel. 

It is most significant, Mr. Chairman, of the merits of this proposed 
legislation that 22 of our friends in the Senate, your colleagues, join 
with you in sponsorship of S. 2575. 

It is expected, of course, that S. 2162, Federal Employees Health 
Benefits Act of 1959, will shortly be enacted into law. Certainly, 
there can be no objection to an annuitants health program following 
the needed benefits for active personnel. - 

S. 2575 provides a maximum contribution of $3.80 for the individual 
and $9.20 monthly for the family plan, with a like contribution by 
the Government. 

It further provides that benefits under the annuitant program will 
correspond as nearly as practicable to the benefits provided under 
the employees’ plan. Membership in the plan is elective to the 
annuitant, effective date is placed at July 1, 1960, and in other details 
the measure is similar to that of the employees’ health benefits. 

The interest of our membership in health insurance is vividly evi- 
denced to us within the past 10 days by many letters from postmasters 
retiring before July 1, 1960, who are greatly disturbed over the dele- 
tion by the House committee of the provision covering those retiring 
between date of enactment and July 1, 1960. Of course, if the House 
amendment prevails, this bill will relieve that situation. 

Our association gives wholehearted support to S. 2575, and feels 
that this bill together with S. 2162 constitute the most important 
legislation that has confronted Congress in many years in the field of 
Government personnel. 

We are most appreciative, Mr. Chairman, in your interest in the 
health protection of those who have retired. 

We appreciate very much your comment on the floor of the Senate, 
that we would be callous indeed if we did not consider the dedicated 
people over the years in Government service, who are not taken care 
of with health protection in S. 2162. 

It was with no lack of interest, Mr. Chairman, that the president of 
our association, Edward L. Baker, postmaster of Detroit, our secre- 
tary-treasurer, Imperial, Pa, and our legislative chairman, Lewis E. 
Moore, are not present, but they want me to express to you, Mr. 
Chairman, their support of this measure. We think it is particularly 
significant that more than 20 Members of the Senate, your colleagues, 
and our friends, join with you in S. 2575. We certainly hope that this 
program will be enacted into law this session; if not, at the beginning 
of the next session, becoming effective July 1, 1960. 

We want to thank you, Mr. Chairman, for the privilege of sub- 
mitting this testimony. 

Senator Neusercer. Mr. North, we appreciate your coming. 
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Mr. Norta. Thank you. 
Senator NruserGcer. Our next witness is Mr. Ross A. Messer, legis- 


lative representative, National Association of Post Office and General 
Service Maintenance Employees. 


STATEMENT OF ROSS A. MESSER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL 
SERVICE MAINTENANCE EMPLOYEES 


Mr. Messer. Mr. Chairman, for the record, I am Ross Messer, 
National Association of Post Office and General Service Maintenance 
Employees. I have no prepared statement. 

I would like to place our association on record endorsing S. 2575, 
in the hope it will become effect on July 1 of next year. 

I want to thank the committee and the staff for the fine work they 
have done on the active employees bill, and also on this proposal. 

Thank you very much. 

Senator Nevsercer. Thank you, not only for your brevity, but 
more important for your support of our bill, S. 2575. 

Do you have any comments to make, Mr. Brawley, before we recess? 

Mr. Braw.ey. No. 

Senator Nevpercer. Mr. Paschal, do you have any comments? 

Mr. Pascuau. No, Senator. 

Senator NeusrerGeER. I want to say before we recess, I am very 
grateful for the presence here earlier of the distinguished chairman of 
the committee, Senator Johnston, Senator Carlson, Senator Yar- 
borough, and Senator Jordan. They all have their committee com- 
mitments, but I am pleased they were here for part of our testimony 
today. 

The hearing record will be kept open until 5 o’clock Friday of this 
week. I will file for inclusion in the hearing record a statement by 
Alfred F. Beiter, president of the National Customs Service Associa- 
tion, a letter from Mr. J. Graham Parsons, chairman of the board of 
directors of the American Foreign Service Association, and a state- 
ment by John W. MacKay, president of the National Postal Clerks 
Union. They will appear as an appendix to the hearing record. 

I want to express our gratitude to those who cooperated with us 
in appearing here, both on behalf of the Government departments, 
the administration, and those who represented the various employee 
groups. 

I want to repeat what I said earlier, that I think we have nearly 
achieved a mile stone in the Senate and the House in passing the first 
health insurance legislation ever provided for active employees of the 
Federal Government, and it is going to be our goal to pass some cor- 
responding and collateral legislation during the next session for the 
retired employees of the Federal Government. 

Again I want to repeat, we appreciate the cooperation of those who 
have been with us today, and the hearing record will be kept open 
until 5 o’clock on Friday for any supplementary statements which 
will appear in the record in full. 

We will stand in recess. 

(Whereupon, at 11:10 a.m., the subcommittee adjourned, to recon- 
vene at the call of the Chair.) 








APPENDIX 


(At the direction of Senator Neuberger, the following statements 
and communications were ordered to be printed in the record:) 


STATEMENT OF ALFRED F. BeiTer, PRESIDENT, NaTIONAL Customs SERVICE 
ASSOCIATION 


Mr. Chairman, the National Customs Service Association, which I represent, 
is composed entirely of Government employees, the great majority of whom are 
long-time career employees in positions subject to the Classification Act. The 
membership is distributed throughout the United States, with nearly 200 in the 
new States of Alaska and Hawaii. We have members also in Puerto Rico, the 
Virgin Islands, and the Dominion of Canada. 

I appreciate the opportunity the committee has afforded to present our views 
on the subject of Government contributions toward personal health service bene- 
fits for retired Government employees. 

I am here to heartily commend this subcommittee for holding hearings on the 
compelling problem of a health and hospital insurance program for the retired 
Government employees, and to urge that a bill be reported for the consideration 
of the Senate. 

§. 2575 would provide health benefits for approximately 260,000 retired Federal 
employees. To be eligible for benefits, the annuitant must have had a minimum 
of 12 or more years of service and retired on immediate annuity. Those retired on 
the basis of disability would also be covered, as well as surviving spouses and minor 
children. 

Monthly premiums, not to exceed $3.80 for an individual or $9.20 for a family, 
would be matched equally on a 50-50 basis by the Federal Government. The 
retired annuitant would have a choice of various health insurance plans, including 
those offered by Blue Cross-Blue Shield, insurance companies, the Group Health 
Association, as well as employee association plans now in effect. 

Specific health benefits would be negotiated bv the Civil Service Commission 
with representatives of the various health insurance plans involved. Annuitants 
pag chy an opportunity to elect coverage during a period of 90 days after 

uly 1, 1960. 

Insurance plans, which permit retirees to continue health benefits, have been 
adopted by a number of large private employers; including Eastman Kodak, 
Goodyear Tire, and Minnesota Mining & Manufacturing. The State of New 
York and the Canadian Government are also operating programs which provide 
voluntary health insurance benefits for retirees. The bill has been actively 
endorsed by the American Medical Association as well as representatives of the 
insurance industry and the Blue Cross Association. 

In my opinion, the voluntary health insurance coverage of senior citizens has 
too long been neglected. This legislation is a much needed step toward meeting 
the health requirements of our older citizens. We cannot continue to ignore the 
existence of a health problem for our elderly citizens, those in the age group which 
needs health service coverage more than any segment of our people. This pro- 
gram, financed on a voluntary and contributory basis, is certainly a step in the 
right direction. I am confident that this distinguished subcommittee will report 
a practical and realistic bill to meet the problem. 


AMERICAN ForEIGN SERVICE ASSOCIATION, 


Washington, D.C., August 31, 1959. 
Hon. Ricnarp L. NEUBERGER, 


U.S. Senate. 


_ Dear Senator Nevsercer: The Foreign Service Association has noted with 
interest and appreciation the action which is being taken on S. 2575, the bill 
which you introduced on August 21 and which would provide, for retired civil 
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service and Foreign Service personnel, a broad health benefits program similar 
to that envisaged in S. 2162 for Government employees still in active service. 

The consideration which you and the cosponsors of this bill have shown to 
civilian annuitants in general is a matter of sincere gratification to the association, 
We are, of course, particularly grateful for the inclusion of Foreign Service annui- 
tants within the scope of the bill’s coverage. You are, I know, fully aware of the 
unusual health risks which are encountered by Foreign Service personnel during 
the course of their protracted service abroad. The benefits which would accrue 
to annuitants under the provisions of this bill are accordingly, of the greatest 
possible interest and importance to retired Foreign Service personnel, and in 
particular to those who retired in former years on pensions which do not compare 
with those now earned under existing pay scales. 

While it is not prudent, nor even possible, to endorse all the provisions of a bill 
which is itself contingent upon another piece of legislation (S. 2162) which has not 
yet passed, we do wish you to know that we strongly support the objectives of 
S. 2575 and earnestly hope that the Congress will find it possible to take favorable 
action on this bill before the end of the present session. 

Sincerely yours, 
J. GRAHAM PARSONS, 
Chairman, Board of Directors. 


STATEMENT OF JoHN W. MacKay, PRrEsIpENT, NATIONAL Postat CLERKS Union 


My name is John W. MacKay and I am serving as president of the National 
Postal Clerks Union located at 918 F Street NW., Washington 4, D.C. We 
represent approximately 25,000 post office clerks throughout the Nation. 

At the outset, Mr. Chairman, may we express our appreciation for the privilege 
of presenting our statement to your committee on this very important legislation, 
We also wish to express our appreciation to you and to Senator Olin D. Johnston, 
who inspired this bill, as well as the 20-odd other Senators who joined as cosponsers. 

We wish to record ourselves in complete support of the principles generally 
enunciated in S. 2575. It should be fairly obvious that those former Federal 
employees, who have dedicated a lifetime of service to their country, are probably 
in greater need of medical insurance than any other group of people. This measure 
proposes to extend to them a health benefits program almost identical to that now 
being considered for active Federal employees. 

While we are in accord with the principles and most of the provisions of 8. 2575, 
we would like to offer the following amendment for consideration by this com- 
mittee. We submit that section 4, which provides for maximum contributions, 
both by the retired employee and the Government, should contain a provision 
for minimum contributions as is now provided in 8. 2162. Such an amendment 
would insure that retired employees would be offered a minimum health benefits 
program of real value. Without such a provision, the Commission could con- 
ceivably set a floor on the contributions low enough to provide only an unattractive 
and unacceptable program. 

In conclusion, Mr. Chairman, and members of the subcommittee, we strongly 
support and endorse the basic principles of S. 2575. We are hopeful you will give 
special consideration to the amendment we have suggested. May we assure you 
Mr. Chairman, there is urgent and abundant need for this legislation by retired 
employees. We sincerely appreciate your evident interest and are grateful for 
the opportunity to express our sentiments on this bill. 


STATEMENT OF DILLARD B. LassETER, EXECUTIVE OFFICER, ORGANIZATION OF 
PROFESSIONAL EMPLOYEES OF THE U.S. DEPARTMENT OF AGRICULTURE 


The Organization of Professional Employees of the U.S. Department of Agricul- 
ture, commonly referred to as OPEDA, was established in 1929 to represent em- 
ployees in professional, scientific, technical, and administrative work. Included 
in our present membership of 5,200 are quite a few (about 5 percent) who have 
retired during the past few years. 

OPEDA recently went on record strongly endorsing 8. 2162, providing health 
coverage for active Federal employees and those who retire after July 1, 1960, 
which we consider one of the most constructive pieces of legislation ever to be 
proposed on behalf of Federal employees. We were glad to see the measure pass 
the Senate by such a large majority and are hopefully awaiting its final passage 
and enactment. 
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We commend the authors of 8. 2575, and this committee for its consideration of 
legislation to provide similar health benefits for present retirees and Federal 
employees who will retire prior to July 1, 1960. We should like to call attention 
to Senator Neuberger’s remarks in introducing the bill: 

“Jf present retirees are not included in health benefits legislation on the same 
basis as future retirees will be included under the Federal Employees Health 
Benefits Act of 1959, large groups of retired employees may be penalized because 
they may lose such health insurance as they now have, or if they do not lose it, 
the premiums for continuing the insurance may be so greatly increased and become 
so high that it will be difficult for them to continue it.”’ 

We respectfully recommend favorable consideration by your committee and 


enactment by the Congress at this session of S. 2575 as a desirable companion 
measure to S. 2162. 


STATEMENT OF Everett G. Gipson, LEGISLATIVE Director, NATIONAL FEDERA- 
TION OF Post OrricE Motor VEHICLE EMPLOYEES 


Mr. Chairman and members of the subcommittee, my name is Everett G. 
Gibson, legislative director of the National Federation of Post Office Motor 
Vehicle Employees with offices at 412 Fifth Street NW., Washington, D.C. 
Iam submitting this statement in support of 8. 2575. 

With the anticipated enactment of S. 2162, which will provide a health benefits 
program for Federal employees, it is our opinion that Congress should enact 
further legislation providing benefits for Federal employees who are now on the 
civil service retirement rolls. 

The National Federation of Post Office Motor Vehicle Employees have many 
of its members now retired and the experience of our organization indicate that 
these former employees are in great need of this type health benefits. 

We want to thank you, Mr. Chairman and the members of your subcommittee, 
for allowing our organization to comment on this important legislation, and we 
sincerely hope that S. 2575 will be enacted into law and that the benefits can be 
obtained effective July 1, 1960. 


AMERICAN .MEDICAL ASSOCIATION, 


Chicago, Ill., September 2, 1959. 
Hon. Orin D. JOHNSTON, 


Chairman, Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 


DeaR SENATOR JOHNSTON: On April 27, 1959, I submitted to you the position 
and recommendations of the American Medical Association with respect to 8. 94, 
86th Congress. At that time it was our recommendation that S. 94 be clarified 
and amended so that its provisions would be extended to include persons already 
retired and those retiring from Government service after July 1, 1959. 

In connection with the current hearings on §. 2575 by the Subcommittee on 
Insurance, I would like to reiterate our position in this regard and to express the 
support of the American Medical Association for that portion of S. 2575 that 
would accomplish this purpose. We sincerely believe that participation of the 
already retired Federal employee in a voluntary and contributory program is 
desirable. 

Sincerely yours, 


F. J. L. BuastncamMg, M.D. 


STATEMENT OF WILLIAM H. RYAN, PRESIDENT, District No. 44, INTERNATIONAL 
ASSOCIATION OF Macuinists, AFL-CIO 


Mr. Chairman, my name is William H. Ryan. I am president and legislative 
representative for District 44, International Association of Machinists, AFL-CIO. 
District 44 represents all those members of the Machinists Union who work for 
any agency of the Federal Government. Our members work in all of the States, 
and in the Panama Canal Zone. They are employed by more than 40 different 
Government agencies. 

District 44 has been organized since 1904, and has, naturally, many members 
who are now retired both from the Government service, and from active union 
membership, although they retain their active interest in their union’s affairs. 
There are several thousand of these members who are already retired. 





44 HEALTH BENEFITS PROGRAM FOR RETIRED EMPLOYEES 


Naturally, now that a comprehensive, voluntary, contributory health and hos. 
pitalization law is about to be passed for current Federal employees, and for all 
those who will retire after the effective date of the new law, it is only common 
justice that those persons who formerly worked for the Federal Government, who 
gave their loyalties and substance in the performance of their public duties fo; 
many years, should also be granted similar protection. 

The already-retired employees of the Government are a vanishing group. The 
new health insurance law will cover future retirees. Thus, the ranks of retired 
persons who, as the new health insurance bill now stands, will not be covered, wil 
continually diminish as time passes. It is estimated that the cost to the Govern. 
ment for the first year of the proposed program under S. 2575 would be about $20 
million. Each year, however, this cost would diminish until, eventually, it would 
no longer have applicability, and the cost would cease. 

From a humanitarian standpoint, with the knowledge we now have of the 
problems of old age, and with the advances made in medical science as it applies 
to these problems, the science of gerontology being ore example, it would almost 
amount to ingratitude to our former career civil servants if, having granted 
coverage to future retirees, the Government would fail to include coverage to 
those already retired. 

Although medical science has proceeded with astounding advances in recent 
years, it has not been without a price. The high cost of medical care, which 
of course was one of the factors arguing in favor of the basic health insurance 
bill, is as distressing to the already retired as it will be to future retirees. In 
fact, it is more distressing, in that the income of the already retired, being based 
on earnings made when wages and salaries were less than they are today, will 
be proportionally smaller than the income to future retirees. 

It is almost self-evident, in an era in which voluntary health insurance plans are 
becoming more and more prevalent, and in which the cost of medical care is 
itself geared to the capital availability made possible by health insurance plans, 
that adequate medical care can be assured only by some form of health insurance 
participation. If this is so for those who are drawing fulltime income for full- 
time work, it is immensely more so for those whose only source of income is from 
retirement annuities. 

To what source of help can the already retired turn for their health needs? 
Their age militates against their getting private health insurance at rates which, 
as annuitants, they can afford. Special insurance plans for those already retired 
are based on a fairly steady population base. But this population base will 
suddenly and drastically drop in size once the basic health insurance bill becomes 
effective. This will cause, in turn, progressively higher premiums for those 
remaining in the special insurance plans, in order to cover the progressively 
greater risk factor. In not too long a time, the cost of premiums will price such 
special insurance plans out of the already-retired market. 

Then there will be nowhere to turn for help. The net end result will be the 
spectacle of the Government’s former loyal workers being forced to get medical 
care on a charity basis—when they can get it, and if they can get it. 

While there may be some who will argue that this is well enough, since these 
already-retired persons contributed nothing themselves to the cost of the insurance 
during their working days; it must not be forgotten that these people will be paying 
the same rates as everyone else, on the same contributory basis, starting at the 
same time as everyone else. The already-retired will be paying their way the 
same as everyone else. The bill further requires, for eligibility, that the former 
retiree must have had a minimum of 12 or more years of service to the Govern- 
ment, and must have retired on an immediate annuity. They are men and women 
who have given a great portion of their working years to the service of the public. 

Some may argue that the incidence of disease and illness is higher with the aged 
than with active workers. However, within a few years after the effective date of 
the basic new act, retirees being covered by the basic act will number as many as 
those who would be covered under S. 2575. Further, while illness and disease 
may be higher with the aged, injuries resulting from exposure to hazards which 
active men and women meet with will undoubtedly be higher for active persons 
than for the aged. Retirees normally do not expose themselves to hazardous 
situations. ‘ 

The idea of covering persons already retired when a health benefits plan is 
negotiated is not new. In private industry, many large and progressive em- 
ene have adopted this approach, including such firms as B. F. Goodrich, 


astman Kodak, Minnesota Mining & Manufacturing, Firestone Tire & Rubber, 
and others. 
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Further, the American Medical Association, hardly a “radical’ organization on 
such matters as health insurance, has endorsed the intent of 8. 2575, as has the 
Blue Cross Association and the Health Insurance Association of America and other 
medical groups of this caliber. Even the Chairman of the Civil Service Commis- 
sion has endorsed the intent of S. 2575. 

The State of New York, a Government operation, and the Dominion of Canada, 
have both extended coverage of health benefits to the retired employees. Thus, 
the precedent of Government action to protect its retirees is not being set by 8. 
0575, All that is being done is to follow precedents already set. 

From nearly every possible — of fair play, including the economic justifica- 
tion itself, the concept of S. 2575 is sound, needed, and must be enacted in the 
interests of the Nation as a whole. 

Mr. Chairman, speaking on behalf of the members of District No. 44, Inter- 
national Association of Machinists, we fully endorse S. 2575, and urge its passage 
as soon as possible so that its effectiveness will take place at the same time as 
the basic new health benefits law, 


STATEMENT OF WiLurAM E. Peacock, SECRETARY-TREASURER, NATIONAL 
AssociATION oF SpeciAL DELIVERY MerssenGers, AFL-CIO 


Mr. Chairman and members of the subcommittee, my name is William E. 
Peacock, secretary-treasurer of the National Association of Special Delivery 
Messengers of the U.S. Postal Service, affiliated with the American Federation of 
Labor-Congress of Industrial — and a member of the Government 
Employees’ Council of the AFL-CIO. 

The membership of the National Association of Special Delivery Messengers 
consists of special delivery messengers throughout the Postal Service in the 
United States. 

Mr. Chairman and members of the subcommittee, we sincerely appreciate the 
introduction of S. 2575, and want to express our appreciation to your Senators 
who cosponsored this legislation—Senators Neuberger, Johnston, Carlson, 
Monroney, Yarborough, Langer, Clark, Smathers, Javits, Magnuson, Pastore, 
Moss, Keating, Jackson, Kefauver, Randolph, Gruening, Humphrey, Beall, 
Capehart, Butler, Hartke, and Martin. 

I have for the past 10 years worked with various committees of the Government 
Employees’ Council in trying to bring about hospitalization and medical coverage 
for those on the regular retired rolls. It has always been our objective, as well 
as that of the Government Employees’ Council, AFL-CIO, to support legislation 
granting coverage to all employees and annuitants. 

We extend to you, Mr. Chairman, and to Senator Johnston, chairman of the 
Senate Post Office and Civil Service Committee, and to all members of the com- 
mittee our appreciation for hearings being scheduled on this legislation that 
partially provides hospitalization for retired employees and their dependents. 

I am delighted in having the opportunity of presenting this statement to your 
committee and wholeheartedly endorsing, along with the Government Employees’ 
Council, this much needed legislation. 


Amrrican HospiTat ASSOCIATION, 
Washington, D.C., September 4, 1959. 
Hon. Richarp L. NEUBERGER, 


Senate Post Office and Civil Service Subcommittee on Insurance, Senate Office 
Building, Weshington, D.C. 

Dear SENATOR NEUBERGER: The Senate Post Office and Civil Service Sub- 
committee on Insurance has, I am advised, concluded hearings on S. 2575, a bill 
which would provide health insurance benefits for Federal employees now retired. 

We have not been able to make a careful study of the provisions of this legis- 
lation. However, we wish to submit for the record of your subcommittee hearings 


; our full support as to the desirability of the Federal Government assisting its 


already retired employees to provide for their health needs through voluntary 
health insurance. 

It is a well-accepted fact that the need for health insurance protection is greater 
for aged retirees than it is for eurrently employed persons. Aged retirees have 
had their income drastically reduced in relation to the level of income to which 
they were accustomed during employment and such reduction comes at a time 
when the likelihood of illness striking them is much greater. 

Sincerely yours, 


KENNETH WILLIAMSON, Associate Director. 
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STATEMENT OF Harotp McAvoy, Nationa PRESIDENT, NATIONAL ASSOCIATION 
or Post Orrice.& PostaL TRANSPORTATION SERVICE Maw Hanpuers, W. &-\M. 
on S. 2575, THE FEDERAL ANNUITANTS HEALTH BENEFIT BILL 


Mr. Chairman and members of the committee, our national organization fully 
endorses 8. 2575, the bill now before your committee for consideration. 

It is our opinion that our retired employees need the hospitalization coverage 
more than any other postal group. he figures presented to the committee 
establish that all sorts of illnesses are affecting this group more than any other 
group, and-it has become necessary for the Government to assist.this group with 
health coverage. These employees, due to their finances; have very little coverage 
and with the Government paying 50 percent of said coverage, it would place these. 
retired employees under proper coverage. 

Thank you. 


Xx 








